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MONTANA'S EXPANDING MINERAL INDUSTRIES
• Montana’s mineral production valued at $201.9 million 
in 1956.
• Copper and oil account for two-thirds of total value. 
Montana’s expanding mineral industries produced
$201.9 million worth of minerals in 1956. This value 
figure, 20 percent over 1955, was the highest ever
recorded in the state.1
Among Montana’s basic industries, the mineral 
segment ranks second only to agriculture in value of 
production.2 Its growth during the postwar period 
has been rapid. In 1947,®  total value of Montana’s 
mineral production was $87.2 million and in 1951, 
$126.2 million. The estimated $201.9 million value 
in 1956 represents a gain of 132 percent over 1947 
and 60 percent over 1951. Such rates of increase 
far exceed rises in the price level.
The value of Montana’s mineral production 
amounts to only about one percent of the total 
national value. Among the states which consistently 
exceed Montana are California, Texas, Oklahoma, 
and Louisiana— all major oil producers— and the 
coal-producing states of Pennsylvania and West Vir
ginia. Montana is, however, a leading producer of a 
number of important minerals. In 1955, the state 
accounted for 78 percent of all chromite concentrate 
produced in the United States; 37 percent of the man
ganese ore (35% or more Mn); 17 percent of the 
silver; 14 percent of the zinc; 8 percent of the copper; 
and 5 percent of the lead.
Between 1947 and 1951, increases in zinc, lead, 
and sand and gravel output were largely responsible 
for the industry’s growth in total value of produc
tion. Copper and crude oil production remained 
relatively stable. With the discovery of oil in the
1This article is based on a Bureau of Mines publication, 
Area Report B-48, “The Mineral Industry of Montana in 
1956/* Preliminary Annual Report. All 1956 data are 
subject to revision.
2Value of Montana’s 1956 crop production alone is estimated 
by the U. S. Department of Agriculture at $281.5 million; 
no figure is available for value of livestock production. 
31947 is used as a comparison for the immediate postwar 
period because it was the first full year without govern
ment price controls on minerals.
Williston Basin in 1951 and production from the 
Greater' Butte Project in 1952, the first of several 
major new developments at the Butte Hill, copper 
and petroleum assumed leading roles in the expan
sion of Montana’s mining industries. By 1956, crude 
oil production in the state exceeded the 1951 output 
by 142 percent, to set an all-time record. Copper 
production was up 69 percent, although it remained 
well below World War II levels. Together, copper 
and petroleum accounted for two-thirds of the total 
value of 1956 mineral production.
Several new products have added diversity to 
Montana’s mineral output. Small amounts of iron 
ore were produced in 1955 and 1956. Mining of sig
nificant quantities of fluorspar began in 1952. 
Tungsten (1954) and chromium ore (1953) are being 
produced for the government stockpile program.
More processing of minerals is taking place in 
the state. Among plants recently built or under con
struction are a talc-grinding mill at Barratts in 
Beaverhead County; a sulphur-recovery plant near 
Billings; a char plant at Red Lodge for processing 
local coal; and a natural gas processing plant near 
Glendive. Developments such as these utilize ma
terial resources which may have previously been 
unused, wasted, or sent out of the state for process
ing, and they provide additional employment and 
income for Montana.
Table 1
TOTAL VALUE OF MONTANA’S MINERAL 





1955 . - ....  167,745
1954 .. _______  125,983
1953 .. ... 132,184
1952 .. 121,400
1951 _ ________126,166
1947 _ ......... 87,167
Preliminary.
Source: U. S. Bureau of Mines, Area Report B-45, “The 
Mineral Industry of Montana in 1955,” Advance 
Summary, and Area Report B-48, “The Mineral 
Industry of Montana in 1956,” Preliminary An
nual Report.
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Mining, metal processing, and petroleum refining 
in 1955 employed 11 percent of all nonagricultural 
wage and salary workers in the state, compared to 
10 percent in 1951. The breakdown in 1955 was:4
Mining ....... _ ..............,..._____ 11,900
Metal mining 8,400
Coal, quarrying and nonmetallic 900
Petroleum-natural gas production 2,600
Primary metals processing 4,200
Petroleum refining ... 1,300
Total 17,400
A breakdown of employment in stone and clay 
products and chemical industries, also related to 
Montana's mineral resources, is not available.
Aluminum— 1956 marked the first full year of 
operation of the aluminum reduction plant at Colum
bia Falls. Approximately 500 workers were em
ployed. The Anaconda Aluminum Company, after 
extensive research, progressed sufficiently in its 
work on the recovery of alumina from low-grade 
aluminous clays to begin construction of a 50-ton 
per day pilot plant at Anaconda. Clay will be 
shipped to the plant from Moscow, Idaho. Develop
ment of this process is especially significant because 
the American aluminum industry is dependent pri
marily upon bauxite from foreign sources.
Chromite. Output of chromite concentrate from 
the Mouat mine increased from 118,700 tons in 1955 
to an estimated 121,000 tons last year. Since August, 
1953, when production under a government contract 
began, approximately 373,000 tons have been de
livered. The contract calls for 900,000 short dry tons 
of chrome concentrate by December 31, 1961.
Coal. Montana coal production declined for the 
12th consecutive year, with a sharp drop (48 percent) 
from the 1955 output. The 740,000 tons of bitu
minous coal produced last year compare to 1.2 mil
lion tons in 1955 and 4.8 million tons in the peak 
year of 1944.
Two developments offered hope for increased 
utilization of Montana coal resources. A plant at
‘Unemployment Compensation Commission of Montana. 
1956 figures are not yet available.
Red Lodge, scheduled for completion early in 1957, 
will process local coal into char and creosote. It 
will use about 200 tons of coal daily. At Sidney, 
the Montana-Dakota Utilities Company is construct
ing a steam-generating plant which will utilize low- 
grade lignite.
Copper. The 1956 output of nearly 97,000 tons was 
the largest since 1944 (118,000 tons) and was 19 per
cent above 1955 production. Its value is estimated 
at $81 million. Virtually all of the ore came from | 
the Butte mines. Reduced demand for copper re- I 
suited in price cuts during the latter part of 1956, 
and in November production was curtailed.
The Anaconda Company inaugurated a new $36 . 
million development and expansion program last 
year which will greatly increase potential production 
at Butte. One project, the Berkeley Pit, had at
tained a daily output of 5,500 tons of ore by the 
end of the year. Estimated peak production by mid- 
1957 should reach 17,500 tons per day. The North
west project, an underground operation just getting 
underway, is expected to yield 7,500 tons of ore 
daily by 1961. Two other projects are under investi
gation: the East project, an underground operation, 
and the Continental project, a second big open-pit 
mine that will be developed if the tonnage and grade 
of ore prove satisfactory.
MINERAL PRODUCTION AND VALUE OF 
PRODUCTION. MONTANA. 1956'
Mineral Production1
(abort torn unless otherwise stated)
Chromite concentrate (gross weight) . 121,000
Coal, bituminous .........  w 740,000
Copper (recoverable content of ores, etc.) 96.898
Fluorspar ______________    60,000
Gold (recoverable content of ores, etc.)—
fine oun ces........     33.020
Iron ore (usable)— long tons, gross
weight     8,000
Lead (recoverable content of ores, etc.) 18,610
Manganese ore and concentrate (35% or 
more Mn)— gross weight 80,636
Manganiferous ore and concentrate (5- 
35% Mn)1— gross weight
Natural gas— million cubic f e e t__
Petroleum (crude)— 42-gal. barrels 





Silver (recoverable content of ores, etc.)
— fine ounces   .......    6,470,940
Stone     1,200,000























2As measured by mine shipments, sales, or marketable pro
duction (including consumption by producers).
aValue included with “Undistributed”.
* Production figures on manganiferous ores (less than 35 
percent Mn) mined and shipped to government stockpile 
depots not included.
Source: U. S. Bureau of Mines, Area Report B-48, “The 
Mineral Industry of Montana in 1956,” Preliminary 
Annual Report.
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(1947-1949=100) ^ . fi
Electric Depart- A*rl- Retail
N onlrr Carload- Power Con- Copper Zinc Crude Oil Bank ment Store cultural Food
Emplf/ In,,. sumption" PrSd.«  Prod4 P rod^ Debit.* Sale.7 Price.. p r i c e s .
= 100)
1947 ______ ____ 96.3 104.0 94.6 100.6 86.3 96.5 89.9 94.8 102
1040 1013 99 1 99.4 100.9 111.3 103.0 103.8 103.5 105
1949 -----------  02 4 97lo 106 0 98.4 102.4 100.6 106.3 101.7 93
1950 ............  103 8 103 8 112.5 95.0 128.3 89.3 117.4 104.1 100
1951 ---------- 105 2 110 2 114 9 99.8 143.3 98.6 128.6 107.9 118 114.8951 ----------  105.2 110 2 i« »  154.8 105.4 134.6 114.0 108 116.0
1952 — ---------108.2 119 3 140 9 134.9 151.6 131.1 133.9 111.0 89 113.0
1954 Z m r z l o 9 5 111:? I 2#  103:2 115.1 156.5 140.5 112.1 88 114.5
1955 - 113.1 125.7 169.6 141.7 129.6 172.6 153.8 118.8 85 107.7
1956 __________ 115.5, 168.4 135.8 166.0 108.1
19̂ r 118 1 154 6 211 8 154.2 133.3 155.3 176.6 136.2 82 107.9KSLr — i“] 111 «U 164.7 1|91 }«™ J™-= »«’ ’? }“•}December ..  112.7 134.7 225.0 151.4 121.1 195.1 164.0 194.6 77 106.1
19f 6 m oo ion Q ooq 7 ikq q 123 5 221.2 161.6 76.0 77 103.2S --!K II? lUo 167.1 ill, 218.8 145.8 77.0 76 104.8
E S T - m  “ 7 » « «  l i  160.8. 140-7. 2817 l g |  « |1 78 104.0
® ----in its 58 : - :; If! It? ill! 1 28PI-----S! IIS IS! |»  148 0. 840 0 168.2 114.0 81 112.5
iSost----“ 1 ' ml :, l i  Mil SSJ 88 1 SI:fsXSb»T_:. ill:? Si:? |M uu. «  252.5 174.5 137.9 a 112.4
October _____ 119.5 163.5 221.6 184.7, 119.8, 240.9 191.2 145.8 81 108.5
November ___ 116.1 155.1 227.5 176.6 121.9 264.3 182.0 154.4 83 111.5
December _ _  115.2, 158.4 123.3 . 175.5 82 108.4
r— revised p— prelinunary
Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include aU *ull- 
time wage and salary workers who worked or received pay durmg the pay period ending nearest
2Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings of freight
acomptted f r o ^ k L w it fh o S ^ e f o rM o n t a n a  Power Company, Montana-Dakota Utilities Company. Pacific Power and 
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial users 
for consumption within Montana, reduced to hourly average kilowatt hours per month.
^Computed from reports of U. S. Bureau of Mines. Daily average.
• Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average. ...
• Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana communities.
TComputef from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department and gen-
< ^ i ved*by^^ontana^arme^s^and ranchers for all farm products. U. S. Department of Agriculture, Agricultural
Marketing Service.
• Computed from reports of the Montana Department of Labor and Industry.
Fluorspar. Fluorspar output, estimated at 60,000 
tons in 1956, was more than double the 1955 level 
and the highest on record. Production was from the 
Crystal Mountain mine near Darby in Ravalli 
County. Late in the year, an important deposit was 
discovered in southern Mineral County near the 
Idaho-Montana border. Production for the General 
Services Administration stockpile began in October.
Gold. Over $1 million worth of gold (33,020 fine 
ounces) was mined in Montana last year. Total out
put was 17 percent above 1955, due largely to ex
panded operations at the Butte Mines. About three- 
fourths of the gold produced in the state is recov
ered from copper and lead-zinc ores. Several 
small lode and placer mines also operate in the state.
The 1956 gold production was the highest since 
1950, but hardly comparable with pre-World War 
II years, when annual output generally exceeded 
200,000 fine ounces.
Iron. Approximately 8,000 long tons, gross weight, 
of iron ore were mined and shipped from the Iron 
Cross open-pit mine in Broadwater County to Tri
dent for use in making certain types of cement. Ex
ploration continued in Judith Basin County, and dis
covery of a sizable iron deposit in Beaverhead County 
was announced. Montana’s first production of iron 
ore of any size occurred in 1955, when 6,600 long tons 
of iron ore were mined.
Lead. Lead output in 1956 increased 9 percent over 
1955, to 18,610 tons with a value of almost $6 million. 
The Butte mines produced 86 percent of the total, 
with other production coming chiefly from Sanders 
and Lincoln counties. The postwar high occurred in 
1951, when 21,300 tons of lead were produced.
Manganese. A substantial decline took place in the 
production of manganese ore and concentrate (35 
percent or more Mn)— from 106,000 tons in 1955 to 
80,600 last year. The bulk of the output came from 
Silver Bow County. Production of battery-grade 
concentrate (Granite County) also declined in 1956, 
from 6,300 tons in 1955 to 5,300 tons last year.
For many years Montana was the leading producer 
of manganese in the United States, sometimes ac
counting for as much as 99 percent of total domestic
output In 1954 the state was replaced by Nevada 
as the leading producer. Montana produced 37 
percent of the total United States output in 1955. 
The largest output ever recorded by the state was 
159,900 tons in 1944.
Shipments to the government low-grade stock
piles at Butte and Philipsburg are not included in 
the production data given above and in Table 2. 
They amounted to approximately 64,400 short dry 
tons of ore and concentrates valued at $1.7 million 
in 1956.
Natural gas. Production of natural gas, at 31,000 
million cubic feet (value $2.2 million) last year was 
about the same as in 1955, but below annual outputs 
ranging from 34,000 to 39,000 million cubic feet 
during the period 1947-1951. The Cut Bank field 
in Glacier and Toole counties continued as the leading 
producer.
Construction of a natural gas processing plant near 
Glendive was begun last year. The plant is de
signed to remove propane, butane, and natural gaso
line from natural gas produced in eastern Montana 
fields.
Petroleum. A new record for petroleum production 
— 21.7 million barrels with a value of $49 million—  
was set last year. This was 39 percent above the 1955 
output. (However, Montana still produces less than 
1 percent of total United States output of crude 
oil.) Accessibility to midwestem markets through 
the Butte Pipe Line was an important factor in the 
increased production last year.
Exploration and drilling activity was at a high 
level in 1956; 404 wells were drilled during the first 
10 months, compared with 326 during the same period 
in 1955. Discovery of crude oil or gas was made at 
50 percent of the wells drilled compared to the 1955 
discovery rate of 41 percent.
An average of 62,220 barrels of crude oil was pro
cessed daily by Montana refineries during January- 
October 1956, 55 percent more than the 40,176 barrels 
per day during the corresponding months of 1955.
The Montana Sulfur and Chemical Company com
pleted construction during the year of a sulphur- 
recovery plant near Billings. The plant, utilizing 
H2S gas formerly burned as waste at nearby re-
Table 3
PRODUCTION AND VALUE OF PRODUCTION.
COPPER AND PETROLEUM. MONTANA,
1947 AND 1951-1956
Copper Petroleum
Year Production Value ProducUon Value
(tons) ($000) (43-gal. bbls.) ($000)
19561 96,808 81,201 21,700,000 49,000
1955 81,542 60,830 15,654,000 35,280
1954 59,349 35,016 14,195,000 31,230
1953 77,617 44,552 11,920,000 26,020
1952 61,948 29,983 9,567,000 21,635
1951 57,406 27,785 8,958,000 21,249
1947 57,900 24,318 8,742,000 16,960
MOSS figures, preliminary. 
Source: See Table 1.
fineries, was designed to yield high-purity elemental I 
sulphur for sale to the pulp and paper industry.
Phosphate rock. No estimates of phosphate rock I 
production in Montana are available for a year later j 
than 1952, when 332,000 long tons, valued at $2.6 j 
million were reported. Since then, output of phos- j 
phate rock has increased substantially. A $2 million j 
development plan of the Montana Phosphate Prod- 
ducts Company in Powell County was initiated in 
1955. Last year, the J. R. Simplot Company began 
open-pit mining in the Centennial Range along the 
Montana-Idaho border. The Victor Chemical Works 
is also a major Montana producer, operating mines at 
Maiden Rock, in Silver Bow County, and Canyon 
Creek, in Beaverhead County, for its elemental phos
phorus plant at Silver Bow.
Silver. The almost 6.5 million fine ounces of silver 
produced in Montana last year were valued at $b.9 
million. Byproduct silver from the Greater Butte 
Project accounted for 93 percent of total production.
Like gold, silver is of much less importance than 
formerly. In 1940 and 1941, production exceeded 
12 million fine ounces.
Tungsten. Tungsten production last year fell below 
the record 1,211 tons (60 percent W03 basis) of 1955, 
according to the Bureau of Mines. The Ivanhoe mine 
near Glen in Beaverhead County, operating since 
1954, again accounted for the bulk of state produc
tion. Operations of the mine were suspended for a 
short period in the spring when the goal for the 
government’s tungsten purchase program was 
reached. Activity was resumed after Congress 
passed the new tungsten purchase bill. A new open- 
pit mine, the Red Button, also in Beaverhead County, 
was put into operation during the year.
Zinc. The 72,000 tons of zinc produced last year 
had an estimated value of $19 million, making zinc 
the third-ranking mineral (after copper and petro
leum) in terms of value. As in previous years, 
almost all (97 percent) of the production came from 
Butte.
The 1956 production was 5 percent above 1955, but 
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It is now evident that 1956 was the most prosperous 
year in our history. The gross national product 
amounted to $412 billion, an increase of $21 billion 
or 5 percent over 1955. This growth was accounted 
for in equal measure by price rises and a larger 
volume of output.
During 1956 the dynamic element in the economy 
was clearly business spending for new plant and 
equipment which for the year exceeded by 22 per
cent the outlays of 1955. The increase was most evi
dent in manufacturing with producers of automo
biles, steel, chemicals and petroleum products lead
ing the way. In total, manufacturers spent 31 per
cent more on plant and equipment this past year. 
Mining firms spent about 25 percent more, but cor
porations in other industries added to capacity more 
cautiously, while commercial and office building 
showed signs of levelling out.
Total personal income rose by 6 percent and total 
employment by just under 3 percent. These factors 
added impetus to the willingness of consumers to 
buy more. But in 1956 consumers also increased their 
personal saving to more than 7 percent of disposable 
personal income which compares quite well with 
the average figure of 7.6 percent for the period 1952- 
54, and is considerably in excess of the 6.1 percent 
achieved in 1955.
NEW PUBLICATION 
The Bureau of Business and Economic Re
search has recently published a bulletin by Dr. 
Raymond H. McEvoy, Assistant Professor of 
Economics, entitled “Bank Financing of Mon
tana Business”. The report contains data on the 
number and amount of business loans by Mon
tana banks, the average size of loan to various 
kinds of business and average interest rates.
Copies are available upon request from the 
Bureau of Business and Economic Research, 
Montana State University, Missoula, Montana.
Consumer expenditures, though increasing, did 
so at a much more cautious pace than in 1955. The 
expansion in total spending occurred only because 
of larger purchases of nondurable items and ser
vices. In particular, automobiles, which had sparked 
the advance in 1955, underwent a very considerable 
readjustment and accordingly outlays on durables 
declined by almost 6 percent. In the residential 
construction industry, another major contributor to 
economic growth in 1955, housing starts fell by 16 
percent, but rising building costs and a higher 
average floor space per house kept the decline in 
construction expenditures to about 10 percent. The 
reduced availability of funds for government guar
anteed mortgages, higher costs of land and construc
tion, and a more selective demand appear to have 
been primary factors at work in this market. If con
sumer expenditures on durable goods and new 
homes are taken as representative of consumer in
vestment outlays, 1956 totals were 7 percent below 
1955.
In 1956 changes in business inventory contributed 
less than in 1955 to the growth in output. The book 
value of manufacturers* inventories rose by about 
$5.5 billion during 1956, just under one-half being 
accounted for by the machinery and aircraft indus
tries which, significantly, are the same two indus
tries mainly responsible for the growth in manu
facturers’ unfilled orders. There has also been some 
increase in the book value of inventories in non
durable manufacturing, however, and there is evi
dence that year-end manufacturers’ stocks were high 
in relation to sales in foods, textiles, chemicals, and 
petroleum. Reductions in the rate of inventory 
accumulation in these industries are now in evi
dence. The rise in trade inventories over the past 
year has been very minor, amounting to $.5 billion, 
less than one-fifth of the rise in the preceding year. 
All of the increase has been in wholesaling establish
ments. At the moment, retail inventories in aggregate 
appear to be about in line with sales requirements.
MONTANA BUSINESS
February 1957 Vol. 9, No. 2
Published monthly except August and sent free on 
request by the Bureau of Business and Economic Re
search, School of Business Administration, Montana 
State University, Missoula
BUREAU OF BUSINESS AND 
ECONOMIC RESEARCH 
THEODORE H- SMITH, Dean 
Member, Associated University Bureaus of 
Business and Economic Research 
EDWARD J. CHAMBERS HENRY K SHEARER 
Associate Directors 
MAXINE JOHNSON, Research Associate
Increased purchases by government of $3 billion 
also contributed to a larger gross national product in 
1956. Larger state and local expenditures, particu
larly for schools and other public improvements, ac
counted for almost nine-tenths of the growth.
In the money and credit markets the year was one 
of increasing tightness. Business demands for funds 
rose sharply as internal sources, such as retained 
earnings and depreciation allowances, failed to keep 
pace with the expansion in plant and equipment ex
penditures. As a result corporate security issues 
to raise new money rose 20 percent to $9.6 billion. 
As long term rates moved up under this demand, 
many firms sought money at short term from com
mercial banks to meet at least a portion of what 
would— under conditions more favorable to them—  
have been raised at long term. Interim financing of 
this sort when added to requests for working capital 
advances led to a very heavy demand for bank credit.
To meet the demand commercial banks found it 
necessary to dispose of about $3 billion of government 
securities. Pressure was further exerted on the lat
ter market by the net sales of $3.5 billion in govern
ments made by other financial and non-financial cor
porations. Commercial banks, particularly in the 
larger centers, found themselves increasingly in a 
position of substantially reduced liquidity with an 
increasing proportion of risk assets to deposits.
While business demands for increased credit ac
commodation were everywhere in evidence, other 
segments continued to require funds. Outstanding 
consumer credit rose by about $3.5 billion and mort
gage debt rose $15 billion during the year. Limited 
availability was felt in these markets where down 
payments were increased and amortization periods 
shortened. Where money was available for VA and 
FHA mortgages, increasing discounts were requested.
Another feature of 1956 was rising prices. The 
non-farm wholesale price index averaged about 4% 
percent higher than in 1955, and farm products after 
declining early in the year showed some evidence of 
upswing after mid-year. Price increases were par
ticularly marked in sectors affected by the high level
of investment expenditures, such as machinery anc 
construction lines, metals and metal products. The I 
consumer price index moved up by almost 3 percent 1 
between the beginning and the end of the year, with] 
rent, service items and food accounting for most of j 
the increase.
Washington officials continue to express concern! 
over these price increases and their potential in
flationary impact. Two features may be noted. First, 
a much less than average rate of increase in the 
money supply occurred, with growth substantially 
less in 1956 than in the preceding year. Money was 
used more intensively with the upward pressure on 
prices coming from the quickened turnover of each' 
dollar available for spending. Past postwar price i 
rises were accompanied by rather large increases in 
the quantity of money. There appear to be practical 
and physical limitations to much more intensive use 
of the available money supply. Second, the expe
rience during the year resembled closely a wage 
price spiral. Labor costs advanced sharply. Average 
hourly earnings in manufacturing, building con
struction and wholesale trade rose 6 percent, while 
in retail trade the increase was 4 percent. These in
creases in wages were not matched by increases in 
labor productivity, as was true in 1955, so that wage 
rates per unit of output rose considerably in many 
industries. Wholesale price rises in the latter part ' 
of the year reflected an effort on the part of corpora- 
tions to maintain profit margins.
The Outlook for 1957
There is good reason to believe that 1957 will pro
vide an extremely good market judged by any past 
standards, and that our people will enjoy higher 
incomes this year than last. However, the forces 
making for expansion are likely to be different this 
year than last.
Business expenditures on plant and equipment 
have shown signs of leveling out. Available 
surveys suggest that businessmen will increase 
their capital outlays in 1957 by 11 percent over 
their average rate of spending in 1956, but an in
crease of this size would be less than 4 percent over 
the rate of outlay in the fourth quarter of 1956, 
and less than 2 percent above anticipated outlays 
in the first quarter of 1957. Heavier expenditures 
appear confined to public utilities, communications 
companies and the railroads. While the dollar value 
of business spending on plant and equipment is likely 
to exceed 1956, the debatable question is whether 
outlays will taper off in the latter part of the year.
A resurgence of expansion programs is unlikely.
Business spending to increase inventories is not 
likely to be a plus factor in 1957. Given their exist
ing level and the current inventory-sales ratio, should 
manufacturing and trade inventories give evidence 
of accumulating at a more rapid rate in the next few
months, liquidation could ensue later in the year 
with an attendant drag on business.
One of the forces making for expansion in 1957 will 
be government expenditures, destined to increase 
this year by perhaps $3 billion under the impetus of 
[ the sizeable bond issues approved in November, and 
the backlog of school and other local improvements. 
This year federal government expenditures will show 
a marked upswing, particularly in the latter half, for 
both defense and non-defense expenditures are slated 
to rise in fiscal 1958 with about two-thirds accounted
for by the former.
A big question mark in the new year is the con
sumer. To date most economic forecasts are as
suming that consumption expenditures, particularly 
for durable goods, will show a marked rise over 
the 1956 volume. Auto makers still hope to sell 6.5 
million units, and manufacturers of the “white dur
ables” look forward to improved markets. Con
sumer spending on nondurables, excepting apparel 
and possibly textiles, is an expected further source 
of support. Developments will bear close watching
to see if these expectations are materializing, or 
whether consumers continue to display what has been 
characterized as their present “zestless” attitude.
Consumer outlays for new homes are not likely 
to see any upturn in 1957. Rising building costs in
cluding land, the plateau in family formations, and 
continuing tight mortgage and construction credit 
will keep housing starts in the neighborhood of 
1,000,000 units. Non-residential construction appears 
destined for another year of high activity, and though 
volume may be off, government and private surveys 
indicate that the dollar value will slightly exceed 
1956 levels.
Recent days have seen tears expressed about the 
optimism of earlier 1957 business forecasts. This 
doubt arises out of a number of recent developments: 
the levelling out in industrial production, the down
ward trend in stock prices, the reduced liquidity of 
the commercial banks and many non-financial cor
porations, price reductions in some raw materials 
such as copper, falling profit margins in manufac
turing, and the recognition that capacity is now con-
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Electric < lM 7 - lM t= lH )  Arrt. KeUJ,
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a  100)
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s  = - =  is .gs §§ ft lit ii II li a ..4 ,
ii= 1  |  I i  |  g  it ii i  i
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W56 ~  n i l  136.8 223.4 168.4 135.8 239.3 166.0 126.3, 108.1
1955-- 129.1 167.3 170.5 142.7 79 105.1
December =1 112J 111 2 2  l l l A  121.1 195.1 164.0 194.6 77 106.1
^January _____  109.2 120.9 223.7 153.3 123.5 221.2 161.6 76.0 77 103.2
February ----  107.3 114.7 225.0 167.1 133.7 231;7 152.4 102.1 78 104.0
March ------  107.8 116.4 225.8 160.5 ” g ' 226.9 156.6 118.2 80 105.2
April -------  111.6 125.1 226.6 179.6, 168 8 153-1 n 7 .2 8i 105.0
M a y ---- 115.3 129.0 224.8 17U.1 Q 240 9 165.2 114.9 81 112.5
June -------- 120.0 132.0 221.7 166.5 248.2 167.8 117.8 82 113.9
July --------  120.6 147.2 213.0 155.5 4 236.9 165.0 137.9 82 108.0
August ------  121.5 151.5 221.5 167.1 J32j  232>5 174.5 137.9 82 112.4
September ---  121.1 157.4 224.1 182.3 " g  g 240.9 191.2 145.8 81 108.5
October ----- 119.5 163.5 221.6 I V * .  1 3 i82.0 154.4 82, 111.5
December H  l i t ? ,  S i  8 K  l S J  275!9 175.5 216.7 81, 108.4
1957—  168.4 81 108.6
January -----  110.8, r_rev ised ^-preliminary
^Computed from estimates of Unemployment Compensation e S n t a r “  S h S ' t h e  m Sn ^• gsyssis- ss&rjsssissiE a  — <* »
loaded at Montana points. Daily average. i-i Montana Dakota Utilities Company, Pacific Power and
s & g s s r — - d “  -
l E S  I E  16 Montana communities.
7Coamyputedr!rom reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department and gen- 
• P ^ ^ v ^ X i t S t e ^ d  ranchers for all farm products. U. S. Department of Agriculture. Agricultural
» Computed fromreports of the Montana Department of Labor and Industry._____________________________________________
siderably in excess of demand in all consumer end* 
products from textiles to TV and in a number of 
metal processing industries, thereby dulling incen
tive to add more capacity. It has also been pointed 
out that this is an aging boom both in terms of 
the most recent phase of expansion since mid-1954, 
and of the almost continuous prosperity without 
major setback since 1940.
These developments are a bright amber light of 
caution, though they are insufficient to outweigh 
those aforementioned factors which suggest better 
markets, higher incomes— and more intensive com
petition— in 1957. Balance requires, however, the 
observation that this year will see less chance of 
automatic growth rescuing business or government 
or consumers from poor decisions. This may be the 
really important difference between 1957 and the 
years of the past decade.
In Montana
For Montana as the nation last year was a pros
perous one. Favorable developments occurred in 
most non-agricultural sectors of the state’s economy. 
Total nan-agricultural employment showed a gain 
of more than 2 percent over 1955. The construction 
industry enjoyed a good year as the value of build
ing permits issued reached $36.9 million, an increase 
of 3 percent over 1955. The production of base 
metals established a postwar record. The pace of 
petroleum exploration and crude oil production was 
quickened. The tourist industry enjoyed an ex
cellent season. The slowup in purchases of con
sumer durables was evident in Montana, but was 
apparently more than offset by consumer willingness 
to buy nondurable goods and services as depart
ment store sales rose 5 percent above 1955.
Yet spotty conditions were evident in some ac
tivities. One was agriculture, the source of one-fifth 
of the state’s total personal income. Grain produc
tion, a major source of income in the eastern part of 
the state, was reduced drastically. Early in the year 
beef cattle prices fell to a ten-year low, but a slight 
uptrend was in evidence late in the year. Lumber
ing, particularly in the latter part of the year, was 
affected unfavorably by slackening demand and fall
ing prices. Conditions in this industry reflected the 
considerable adjustment in residential construction.
In viewing the state outlook for 1957 there are a 
number of relevant considerations. Construction 
seems again destined to reach high levels. Several 
large projects, both public and private, are in the 
offing. Among these are expansion plans of the 
utility companies including the new steam plant 
of the Montana-Dakota Utilities, and the new Mon
tana Power and Washington Water Power dams 
under construction. Of importance to the eastern 
part of the state is the expansion of the generating 
capacity at Fort Peck Dam recently announced by
the Bureau of Reclamation. The Federal Highway ] 
Act of 1956 may give some further boost to construe- I 
tion activity in the state.
In recent months the m in in g industry has been ] 
plagued by falling prices and slow demand. J anuary  j 
popper deliveries, however, were the best since j 
last June and may be evidence that the liquida- 
tion in stocks has nm its course. If industrial pro- . 
duction holds and the consumer durable market per
forms as now expected, 1957 should be another year 
of high level production.
The outlook for petroleum exploration and de
velopment in the Williston Basin seems promising,  
particularly in the light of the Middle East situa- , 
tion. Increased activity in Montana fields seems 
likely with recent oil company announcements of 
expanded outlays for exploration in 1957.
The prospects for western Montana’s second- 
ranking noo-agricultural industry— lumber— are un
certain. Residential credit conditions are not likely 
to be eased significantly, and it now seems likely 
that housing starts in 1957 will be slightly less than 
in 1956. One of the more promising developments is 
the trend toward diversification now appearing. 
The construction of new pulp mills gives promise of 
more stability for the industry.
In agriculture there are some favorable factors. 
Winter wheat production is expected to be consider
ably above the ten-year average crop. If winter sur
vival and spring and summer weather conditions are 
reasonably good, then the 1957 wheat harvest will be 
a plus factor in Montana income.
Late reports indicate national cattle slaughterings 
will be fully as large as in 1956. Cattle prices are 
expected to remain above their low points of 1956 
and may average slightly above that year.
Mining, agriculture, and lumbering have in the 
past been very subject to national business develop
ments. Given a high level of national business ac
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INTERNATIONAL ASPECTS OF UNITED STATES FARM SURPLUSES
I. RECENT SUCCESS IN DISPOSAL ABROAD
ARCH. C. CALLAWAY, Assistant Professor of Economics
Figures for United States foreign trade in 1956 
show that exports and imports broke all previous re
cords. Exports of merchandise were valued at well 
over $17 billion, about $3 billion more than in 1955, 
and in addition $1.7 billion worth of military aid 
shipments were sent overseas. The gains are in part 
explained by the success of the government’s efforts 
to dispose of its agricultural surpluses abroad.
Foreign trade has great significance for the Ameri
can farmer. Nearly 10 cents per dollar of cash farm 
income from all crops comes from that part of the 
crop exported, but for some crops the ratio is much 
higher: over 40 cents of each dollar of wheat market
ings, about 35 cents for tobacco and rice and 15 cents 
for cotton. On the average one acre out of every 10 
harvested is producing agricultural exports.
When the historical trend of agricultural exports is 
calculated at constant prices, to eliminate changes 
in the value of the dollar, it is shown that the quan
tity of agricultural products exported in fiscal year 
1956 was the largest in thirty years. It is slightly 
below the boom year 1927 but exceeds the recovery 
years following World War 2, and, in particular, ex
ceeds the Korean scare buying year of 1952. There is
no doubt that rising populations, increased dollar 
receipts, and shortages abroad reflected themselves 
in the high foreign demand for agricultural products 
from the United States. By far the most important 
element, however, has been the momentum of U. S. 
programs which helped finance about 40 per cent of 
all agricultural exports during fiscal year 1956 com
pared with only 30 per cent in fiscal year 1955. Of the 
agricultural exports aided nearly 80 per cent were 
paid for by importers abroad with local currencies, 
bartered goods, or U. S. credits, and the rest with 
U. S. relief and aid funds.
Sales of Grain and Cotton
Despite the emphasis that continues to be placed 
on encouraging export sales of grain and grain pro
ducts for dollars, no less than 70 per cent of the sea
son’s food grain exports and 60 per cent of the coarse 
grains were exported under these programs. For in
dividual grains the percentages thus moved were as 
follows: wheat, 72; rye, 56; rice, 51; corn, 56; barley, 
55; and grain sorghums, 62. The Commodity Credit 
Corporation is indeed eager to move as large a vol
ume of exports as possible through regular business
ESTIMATED EXPORTS OF GRAINS UNDER SPECIFIED PROGRAMS 
AND CASH SALES, YEAR ENDING JUNE 30, 1956 
(in thousands of bushels unless otherwise noted)





| Wheat--------------------------   92,955
Corn................. .....................— — • 11*099
Barley_________  — -------------—  6,884
Sorghums__— - --------- — --------------- 3,932
Oats ,_______________ ____________— ---- 1,306
Rye-------------- — ------------------ 0
R ic e ______________ (1,000 cwts.)-------  2,632
Title H Title m Section 402
Donations Public Law
Relief through 665 Cash Total
Grants Barter Organizations (I.C.A.) Sales Exports2
12,004 67,420 3,745 272,000 96,560 343,113
1,204 55,141 1,393 311,000 45,148 123,865
0 41,839 0 8,000 45,728 102,451
0 39,445 0 2,000 27,346 72,723
0 14,906 0 0 12,870 29,082
0 3,912 0 0 3,117 7,029
1,943 0 1,040 605 5,814 11,824
1 Wheat, com, and rice adjusted to include private donations not reported or shown separately. 
2I.C.A. estimate.
3F.A.S. estimate based on I.C.A. purchase authorizations.
(F.A.S.__Foreign Agricultural Service) (I.CA.— International Cooperation Administration)
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channels, and also to market CCC-owned stocks with 
a minimum loss to the government by selling wher
ever possible at world market price levels. Yet the 
fact remains that, on a combined tonnage basis, only 
30 per cent of the 1955-56 exports of food grains 
(wheat, rye, and rice) and only 40 per cent of the 
coarse grains (corn, oats, barley, and grain sorghums) 
represent sales for free dollar exchange outside gov
ernment programs. Postwar dollar problems and the 
availability of large supplies in other areas continue 
to impede such dollar sales.
Recent figures show that the methods of disposal 
used during the fiscal year 1956 have been maintain
ed during the current fiscal year 1957, and that ex
ports of wheat under the various programs this year 
are likely to exceed those of last year. A new pro
gram that is proving helpful during the current 
period is the action of the Export-Import Bank in 
extending short-term credit to foreign banks or buy
ers to finance purchase of CCC-owned grain.
International trade in cotton has been marked by 
a sharp rebound in exports by the United States. 
After dropping steadily for several years, overseas 
shipment of the staple from this country in 1955-56 
was the lowest for any peacetime year since 1871-72, 
with the single exception of 1947-48. The figure for 
the year ending July 31,1956, was 2.3 million bales. In 
contrast, the total for 1956-57 is expected to be about 
6.5 million bales and probably will be the largest 
exports of cotton since 1933-34 (7.5 million bales).
Several factors account for this great gain so far 
this season and the expected overall gain by next 
July 31. Undoubtedly the most important single fac
tor is the new export policy designed to recover the 
United States’ “fair historic share” of the cotton mar
ket by pricing the staple at so-termed “competitive” 
levels. Additional reasons may be found in the low 
stocks in nearly all foreign countries, rising con
sumption abroad, and a desire by foreign mills and 
importers to rebuild invenzories of cotton and cotton 
goods as a hedge against the possibility of inflation. 
All cotton exported from the United States since
August 1, 1956, was purchased by U. S. exporters 
from government-owned stocks, or from privately- | 
held stocks in substitution for cotton so purchased.
The principal channels through which cotton is . 
passing to export markets are cash sales for dollar ! 
currency, including those under Export-Import Bank I 
loans, barter transactions and sales for foreign cur- ] 
rencies, also transfers to other U. S. government 
agencies including transfers under the I. C. A. pro
gram. These “special” programs as well as the Ex- ] 
port-import Bank loans accounted for 1.6 million of 
the 22 million bales exported in 1953-55, and are 
expected to provide financing for exports of about 
2.8 million of the probable total export of 6.5 million ] 
bales in 1956-57. j
The present fiscal year ending June 30 next ap
pears to be even more favorable to U. S. agricultural 
exports. Wheat and cotton have been mentioned 
above. From market details so far available, live
stock and meat exports have been maintained rela
tive to last year, and similarly with other commodi
ties. Exceptions are tobacco and food grains whose 
exports likely will recede sharply from the peaks 
reached in fiscal year 1956.
Export Programs 
“Special” export programs initiated or expanded 
in 1954-55, and since, have been responsible for a 
wide measure of the success achieved in the disposal 
of agricultural products abroad. Present govern
ment export programs are designed essentially to 
assure that neither lack of financing nor high do
mestic prices shall hinder exports. For many com
modities an appreciable price gap exists between 
domestic and export sale prices. This gap ranges 
from 9 per cent of the domestic price for grain sorg
hums to 41 per cent of the domestic price for nonfat 
dry milk solids. These figures give some indication 
of the extent to which export prices must be reduced 
before U. S. products become competitive with those 
of other exporting countries. The United States has 
tended in recent years “to price itself out of mar-
COMMODITY CREDIT CORPORATION 
VALUE OF MAJOR COMMODITIES IN INVENTORY
($ Millions)








Wheat ___________ 2,547 2,536 2,366 2,251
C o r n ____________ 986 1,246 1,288 1,743
Cotton, upland 290 1,250 1,398 1,125
Rice, rough & mill. 125 205 171 93
Cheese 140 106 127 86
Grain Sorghum _ 142 117 64 73
Barley ......., . 95 69 38 49
Wool 102 75 90 43
Oats ________ ___ 35 47 28 26
Dried M ilk _______ 33 32 21 15
Butter ___________ 169 34 81 0
Other1 .. . ... 307 255 248 334
Totals 4,971 5,972 5,920 5,838
includes rosin, cottonseed oil, extra long staple cotton, cot
ton lintners, field seeds, butter oil, dry edible beans, flax
seed, rye, soybeans, peanuts, tung oil, gum turpentine.
kets” abroad through the existence of high price - 
supports at home. To narrow the gap the CCC sells 
surplus commodities to exporters at “competitive” 
prices or export subsidies are paid to them. The gov
ernment consequently takes a loss whether on ex
port sales of cotton or wheat exports under the In
ternational Wheat Agreement.
Major U. S. Government export programs are now 
under Public Law 480 (83rd Congress), Agricultural 
Trade Development and Assistance Act of 1954. This 
act authorizes sales for foreign currencies, barter 
transactions, grants for emergency foreign relief, 
and donations to private charities for the needy over
seas Foreign currency sales are limited to $3 bil
lion. *
Many countries have signed agreements by which 
payments are made in their own currencies. The 
largest agreement was signed in August 1956 with 
India for $360 million, mainly for wheat, cotton, and" 
rice. The techniques of this bargain are of interest. 
The Indian Government has agreed to use the rupees 
it will acquire from the sale of the commodities in 
three different ways. Some 20 per cent of the money 
in effect will be transferred back to the United States 
which will use it for building its new embassy and 
other purposes in India. Another 15 per cent of the 
total will be regarded as a straight gift to the Indian 
Government to use as it sees fit. The remaining 65 
per cent of the funds will be treated as a U. S. “loan” 
to the Indian Government, amortization and interest 
terms being subject to later agreement. The net re
sult of the whole transaction is that India will ac
quire not only food but a big fund for internal de
velopment.
Other examples of these foreign currencies being 
used as loans at low rates of interest to further in
ternal economic development are Peru and Chile 
(funds used for highway development), and Japan 
(for irrigation). The United States devotes foreign 
currencies derived from sales under P. L. 480 to a 
variety of purposes including market development, 1 2 *
purchase of strategic materials, financing the pur
chase of goods and services for other friendly coun
tries, promotion of economic development and trade 
among countries, also foreign loans for economic 
development, and for international educational ex
change.
1Legislation at present before Congress seeks to increase 
this by $1 billion; also authority is being sought for some 
relaxation of the prohibition on bartering surplus com
modities for strategic materials with countries “in the Com
munist bloc.”
2Funds have been used for export sales promotion at inter
national trade fairs, for example at Cologne, Germany;
Bogota, Colombia; Ciudad TrujiUo, Dominican Republic;
Osaka, Japan; Barcelona, Spain; and Rome, Italy. Also
these funds have been used for market surveys abroad and
to pay the expenses of foreign buyers to the United States.
8Foreign people often are found to prefer traditional foods. 
For example, rice has been the staple food of some coun
tries for hundreds of years. These countries are not good 
customers for wheat, CCC’s biggest surplus problem.
Practical handicaps exist in the donation of food 
commodities for foreign welfare purposes.8 * There is 
the problem of paying the ocean transportation of 
the foods and of distributing them overseas. Also, 
in respect to some foods such as nonfat dry milk 
solids, which are not used extensively abroad, con
siderable educational work must be done before 
their use can be expanded significantly. Neverthe
less, 22 U. S. private welfare organizations participate 
in foreign distribution of surplus food commodities 
that are donated abroad, for which CCC pays deliv
ery charges alongside ship at port of export.
Cutting the Surplus
Foreign currency sales, barter sales, foreign grants, 
and foreign loans, on the one hand, and on the other, 
the determination to sell agricultural products abroad 
“at whatever the market will bear,” have accounted 
in large part for the significant fall in the surplus 
stocks held by the Commodity Credit Corporation. 
For the first time since 1952 the mountain of sur
pluses has been lowered. At the end of January this 
year the CCC still had $8.3 billion invested in price-
COMMODITY CREDIT CORPORATION 
INVESTMENT IN DIRECT PRICE SUPPORT 
(INVENTORY COST PLUS LOAN ADVANCES)
($ millions)
Inventory
Date (at cost value) Loans1 Total
30 June 1950 ____________  2,624 914 3,538
” ” 1951 ________•____  1,433 334 1,767
” ” 1952     1,073 364 1,437
” ” 1953  ... 2,339 • 1,137 3,476
” ” 1954   3,668 2,337 6,005
” ” 1955    4,971 2,098 7,069
” ” 1956   5,972 2,285 8,257
31 January 1956 ---------  5,920 2,971 8,891
” ” 1957 _______  5,839 2,522 8,361
1 Including obligations to purchase loans financed by lending 
agencies (amounting to $884 million on January 31, 1957).
Note: (a) Not all the commodities in the CCC inventory 
should be considered “surplus.” Part of the com
modities represent stocks that normally end as 
“carryover” in the hands of producers and the 
trade. In recent years the tendency has been for 
a larger proportion of total carryovers to be held 
by the CCC, and private traders have been carry
ing smaller stocks than otherwise would be neces
sary.
(b) CCC’s price-support inventory is stored in no 
one place. Wheat, for example, is stored in com
mercial elevators in producing areas and terminal 
markets, in storage bins, and even in idle Mari
time Commission ships (which are providing 
storage for 76 million bushels in New York, Vir
ginia, and the Pacific Northwest). Com is stored 
largely in CCC-owned bins on “bin-sites” in the 
Com Belt. Cheese, held only in commercial cold 
storage warehouses, is stored in widely scattered 
locations, although the biggest concentrations are 
in Southern Wisconsin, Chicago, Kansas City, De
troit, and New York City areas. Cotton is ware
housed mainly in the South. The largest wool 
holdings are in the Boston, Mass., area.
(c) On the evidence available a reasoned prediction 
of CCC investment in direct price support on June 
30, 1957 would be $7.7 billion.
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ErapL tags sumption Prod. Prod. Prod. Debits Sales Prices Prices
1956—
January ___. _  109.0, 120.9 223.7 153.3 123.5 221.2 161.6 76.0 77 103.2
February __—  107.3, 114.7 225.0 167.1 133.7 218.8 145.8 77.0 76 104.8
March -  108.9, 116.4 225.8 160.5 149.7 231.7 152.4 102.1 78 104.0
April ----- ... 113.5, 125.1 226.6 179.6 168.8 226.9 156.6 118.2 80 105.2
May ... .... 117.9, 129.0 224.8 170.1 156.7 231.3 153.1 117.2 81 105.0
June _ _ 123.6, 132.0 221.7 166.5 145.0 240.9 165.2 114.9 81 112.5
July __~  124.1, 147.2 213.0 155.5 130.2 248.2 167.8 117.8 82 113.9
August ~  125.4, 151.5 221.5 167.1 123.4 236.9 165.0 137.9 82 108.0
September . . 124.9, 157.4 224.1 182.3 132.2 232.5 174.5 137.9 82 112.4
October .. 122.6, 163.5 221.6 164.7 119.8 240.9 191.2 145.8 81 108.5
November _  118.6, 155.1 227.5 176.6 121.9 264.3 182.0 154.4 82, 111.5
December _  116.7, 128.1 225.9 158.4 123,3 275.9 175.5 216.7 81, 108.4
1957—
January — 112.3, 109.6 170.9, 114.3, 275.1 168.4 75.2 81 108.6
*See February issue for explanatory footnotes. r— revised p— preliminary
supported farm commodities but the downturn es
tablished by mid-1956 has been maintained.
It is generally conceded that the surplus supplies 
of some commodities are far above forseeable needs 
for carryovers or emergency reserves or the needs 
of a growing population. These big surpluses create 
a number of serious problems. A heavy supply of a 
commodity, whether in government or private hands, 
puts a strong downward pressure on prices. Again, 
large stocks always pose the danger of waste, through 
deterioration or spoilage. Moreover, storage costs 
alone on the inventory average about $1 million a 
day. Finally, disposal of large inventory holdings,
MANNER OF DISPOSAL OF SURPLUS 
FARM COMMODITIES 
July 1, 1953 to September 30. 1956
Value Per cent
Sales for Dollars:
($ millions) of Total
Within the U.S. ........ ......-... 2.166 29
Exports --------------- ..... _ 2,487 4,653 34 63
International Barter .... „ ...... 759 10
Sales for Foreign Currencies 513 7
Transfers to Other Agencies 366
Section 32 Sales1 ...... ... 195 561 8
Donations2 ........ ............. . 922 12
7,408 100
because of changes in price levels and deterioration, 
can result in substantial financial losses to the CCC 
and thhs to tax-paying Americans. When the market 
price of a commodity drops, the value of each unit of 
the commodity in the CCC inventory also declines 
which results in losses when the commodity eventu
ally is disposed of.
The net realized program loss on price-support op
erations for the seven months ended January 31,1957, 
totalled $750 million; this is to be compared with a 
loss of $515 million for the same period last year, and 
$975 million for the fiscal year ended June 30, 1956. 1
Conflicts exist between domestic agricultural 
policy and the foreign trade policy of the nation; in
deed the special trade programs are intimately re
lated to foreign relations in a wider sense. The United 
States Government, as the world’s biggest dealer in 
agricultural commodities has undertaken a task of 
heroic proportions, in the process of which many 
low-income countries will continue to benefit. The 
methods chosen, however, are not necessarily con
sonant with reasonable competition as seen by com
peting producers abroad. 1 2
lI am indebted to the Commodity Stabilization Service, 
United States Department of Agriculture, Washington, 
D. C., for this information together with much other ma
terial necessary in the preparation of this article.
2The effects of surplus disposal on other countries will be 
dealt with in the April issue of “Montana Business.”
1 Sect ion 32 of Public Law 320 (74th Congress) authorizes the 
Department of Agriculture to encourage exports and do
mestic consumption of farm commodities, by diverting 
them from normal channels of trade or by increasing their 
use among people in low-income groups. Largely subsi
dized exports.
2Seetion 416 of the Agricultural Act of 1949, as amended, 
authorizes CCC to donate its food commodities for use both 
in the U. S. and abroad. Included is the cost of food dis
tributed under the school-lunch program to U. S. school- 
children (12 million recipients as of December 1, 1956); 
1.4 million needy people in various institutions within the 
U. S. 3.2 million people in family units in the U. S. took part 
in the family distribution phase of the program (from 37 
states and Alaska— not including Montana). Private welfare 
agencies undertake foreign distribution of USDA-donatcd 
foods. Recent examples are of aid to Hungarian refugees 
and hurricane emergency relief in Puerto Rico.
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INTERNATIONAL ASPECTS OF UNITED STATES FARM SURPLUSES
2. EFFECTS OF DISPOSAL ON OTHER COUNTRIES 
ARCH. C. CALLAWAY, Assistant Professor of Economics
A dominant feature of the present international 
agricultural scene is the existence of surpluses, par
ticularly those of the United States. Several of these 
commodities in surplus are prominent in world trade.
Inventory holdings of the Commodity Credit Cor
poration* 1 are at the center of the surplus problem, 
which is the major agricultural problem now facing 
Congress. The problem is how to reduce them and 
stop them accumulating again. Not only do these 
surpluses depress market prices,2 but since they are 
often sold at less than C.C.C. cost, mostly abroad, a 
considerable loss is borne by taxpaying Americans. 
“Special” export programs3 authorized in an attempt 
to reduce the level of surplus holdings have achieved, 
very recently, a small but encouraging measure of 
success. Disposal is not a tranquil affair, however, 
because the interests of competing producers in other 
countries are involved. There are conflicts and in
consistencies in current United States foreign agri
cultural policy; in particular, elements of inconsis
tency exist between these disposal programs and 
the objectives of freer foreign trade.
1C.C.C., th$ chief instrument for making farm supports avail
able to farmers, originated in 1933, became part of the De
partment of Agriculture in 1939, and was established as an 
agency under a permanent federal charter in 1948. The 
C.C.C. obtains its inventory in two ways, (a) through 
the “takeover” of commodities pledged as collateral for 
price support loans and (b) by purchases, either from pro
cessors or handlers or from producers in connection with 
purchase agreements. The C.C.C. is authorized to borrow 
money as needed for operations. This statutory authoriza
tion was increased to $14.5 billion by P. L. 864, 84th Con
gress, 1956.
2The U. S. D. A. estimates that the prices of some farm pro
ducts are 10 to 20 percent lower today than they would be 
if surpluses were normal.
8See April, 1957, issue of “Montana Business”.
The Agricultural Surpluses 
The rapid increase in surplus stocks4 in recent years 
has resulted from a volume of exports somewhat be
low the high level reached in earlier postwar years. 
This, in turn, has been due to the high price supports 
relative to market prices within the United States 
with consequent rising output of farm commodities. 
A further reason has been the continuing shortage 
of dollar exchange held by potential buyers in for
eign countries. Where the price support is for a pro
duct that is exported and that price support has any 
influence in increasing domestic prices, exports de
cline and domestic stocks rise.
In short, surpluses have arisen primarily because 
wartime incentive price supports were carried too 
long into the postwar years. Thus, inducements to 
farmers to expand output when demand was high 
made U. S. prices less competitive when farm out
put in the rest of the world increased and total world 
demand became satisfied. During World War 2 
price supports were raised from the prewar range of 
52 to 75 per cent of parity and placed at 90 per cent 
in order to stimulate all-out production to meet war 
needs. Farmers responded magnificently. Sur
pluses began to accumulate in 1948 and 1949. Korea
4The new soil bank is being counted on to arrest the rate of 
accumulation of farm surpluses. Under the program, the 
U.S.D.A. is authorized to pay farmers up to $1.2 billion a 
year to retire land from production of surplus crops. There 
is serious doubt whether in its present form it will do the 
job. At the time of writing, debate in Congress is taking 
place on possible improvements in the soil bank program.
It should be noted that reduced price supports do not 
mean necessarily that farm income will be reduced. As at 
mid-January, 1957, farmers were selling at least eight of 
the supported commodities at prices somewhat above sup
port levels. While this happens, farmers will sell their 
crops to private buyers rather than place them in the fed
eral price-support program.
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reversed the trend briefly but after that the accumu
lation became even more rapid. At first only a few 
items were involved, mainly wheat and cotton, but 
acreage diverted from these crops threw others into 
surplus. Feed production was increased and stimu
lated overproduction of livestock and so it spread. 
On January 31, 1957, C.C.C. surplus holdings were 
valued at $8.3 billion.
Recent Trends in  International Trade 
in Agricultural Commodities
Almost 16 per cent of the w orld’s* agricultural out
put moves into international trade at present com
pared with 20 per cent prewar. World population 
has increased markedly; so too has world output of 
agricultural commodities and also international 
trade as a whole. Yet world trade in agricultural 
commodities regained its prewar level of 1934-38 only 
in 1949, and there has been little change since then. 
It would appear, therefore, that there has been a 
change toward a greater national self-sufficiency in 
agricultural production throughout the world.
On the other hand, during the postwar years, the 
United States has maintained agricultural exports 
well above the low prewar volume. Compared with 
prewar, the United States currently exports larger 
proportions of total world exports of wheat, feed 
grains, rice, dairy products, edible fats and oils, and 
oilseeds; for tobacco the proportion holds about the 
same as prewar. Until recently the only exception 
among the basic commodities was cotton, but due to 
the special export programs to dispose of cotton dur
ing this fiscal year at “competitive” prices, the U. S. 
share of the world market in cotton will also exceed 
prewar proportions.
In 1934-38 the United States provided 11.5 per cent 
of the w orld’s agricultural exports, whereas at the 
postwar peak of 1949 the United States accounted for 
24 per cent. Since 1949 the percentage has fallen al
though the figure of 17 per cent for 1956 is the highest 
since 1952. Agricultural markets have become more
^Excluding trade among Soviet-bloc countries.
competitive and the recently increased U. S. share 
is closely related to the increased disposal of fanr 
products in surplus through special export programs
The United States is the biggest exporter of fanr 
products in the world; her best customers are the 
United Kingdom, Japan, Canada6, the Netherlands 
and West Germany, who together account for almost 
50 per cent. Regionally, Western Europe is by fax 
the most important market for U. S. farm products 
This is traditionally so; indeed, before the wax 
Western Europe accounted for 60 per cent, and dur
ing the war for 80 per cent (assisted by Lend-Lease), 
of all U. S. farm exports.7 8*
Exports of agricultural products from the United 
States in 1955-56 were valued at $3.5 billion, an in
crease of 10 per cent over the previous year. About 
30 per cent of this total, however, was moved under 
P. L. 480 programs (mainly foreign currency sales 
and barter agreements), and a further 10 per cent 
under the Mutual Security Act programs and Export- 
Import Bank loans. Additional quantities were sub
sidized or otherwise assisted under other programs.
Apprehension of Competing Producers
These concessional sales, mainly at less than C.C.C. 
cost and frequently at less than “world” prices, have 
led to protests from governments of countries whose 
producers normally compete with the United States 
on foreign markets. Their protests should not be 
taken lightly; their concern arises from the unortho
dox methods of U. S. surplus disposal which tend 
to displace usual commercial trade and depress in
ternational prices. These fears have been expressed 
both in the world press and in the various interna
tional agencies which provide an opportunity for 
multilateral exchange of ideas on the subject, es
pecially the Food and Agricultural Organization 
(F.A.O.)6 and the General Agreement on Tariffs and 
Trade (G.A.T.T.)6.
Charges are often heard to the effect that “the 
United States is exporting a domestic difficulty to 
the detriment of the spirit of international economic 
agreements”. Again, “we appreciate fair trade but 
we cannot compete with the overpowering wealth of 
the United States Treasury”.10 A further comment, 
“it is beyond doubt that export on a subsidy basis of 
a surplus created by a domestic price policy is wrong 
in principle and likely to be harmful In effect”.
• Commercial exports to Canada are mainly cotton, citrus 
fruits, winter vegetables, and vegetable oils.
TIt should be noted, however, that consistent with the im
pressive economic gains of western European countries in 
recent years has been a re-direction of the main part of 
U. S. aid, including concessional sales of farm surpluses, 
from Europe to Asia.
8An agency of the United Nations.
• G.A.T.T. is a list of agreed tariff concessions and a set of 
common principles for international trade.
l0The C.C.C. is prohibited, subject to certain minor excep
tions, from selling any basic agricultural commodity, or 
storable non-baslc commodity, on the domestic market at 
less than 5 per cent above the ruling support price plus
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includes $111.0 million under fiscal year 1957 agreement to be shipped over a 3-year period.
23-year program except rice, which is a 1-year program.
swheat to be sold to Spain for resale to Switzerland for financing procurement of Swiss goods by Spain.
TITLE in, P. L. 480 PROGRAMS:
Market value of bartered agricultural commodities from start of program, July 1, 1954, through December 31, 1956:
Others have pointed out that whereas the United 
States is happy to “dump”11 goods abroad in disre
gard of international obligations, the United States 
has an anti-dumping law providing for countervail
ing duties to neutralize the price advantage sought *
reasonable carrying charges. This restriction does not 
apply, however, to sales for export. The C.C.C. may sell 
for export at “competitive” world prices any commodity 
or product that is not in short supply. In general, com
modities are offered for export at prices below the domes
tic level, and frequently below the “world* level. The 
Treasury bears the loss on such sales.
lilt is often contended that export dumping refers to selling 
for export at lower prices than those prevailing on the 
world market. This is not how dumping is defined. Ex
port dumping refers to selling for export at lower prices 
than those prevailing in the domestic market of the seUing 
country.
by a foreign exporter. The U. S. economy is so 
powerful that no significant retaliation or counter
measures to dumping or unfair trading practices is 
possible.
A principle of the operation of C.C.C. disposal of 
farm surpluses, however, is that these sales or gifts 
should not displace regular commercial exports from 
this, or any other country. Nevertheless, in the ab
sence of an increase in consumption of farm products 
engendered directly as a result of the disposal pro
grams, the surplus disposal at least would tend to 
displace other sources of supply. The U. S. govern
ment agencies involved in surplus disposal arrange
ments are aware, of course, of the possible effects 
of the special programs in demoralizing world mar
kets and affecting adversely the economies of 
friendly countries.
(a) Denial of U. S. Home Markets to Foreign Pro
ducers
The drawing power of high internal prices is not 
limited to production within the borders of the 
United States. The threat to such interference from 
imports was recognized early in the farm program 
when Congress added Section 22 to the Agricultural 
Adjustment Act of 1935; this section provides spe
cific authority to restrict imports which interfere 
wtih price support programs.1’ Demands to use 
section 22 come from domestic groups, naturally, 
since high price supports cannot operate without 
protection.
It will be noted that whereas fees, which in effect 
are import duties, are used to a limited extent, major 
reliance is placed on import quotas. Import duties 
or fees, unless they are so high as to be prohibitive, 
do not create an insurmountable barrier. But there 
is no way of overcoming an embargo, and a quota 
once filled becomes an embargo. The use of such 
trade restrictions to safeguard domestic farm pro
grams comes into direct conflict with the expressed 
aims of the United States in developing and strength
ening international cooperation. Some other nations 
find it hard to reconcile this action with the U. S. 
urgings to other countries to “earn” the dollars they 
need to buy U. S. goods, to lower their trade bar
riers, and to expand their international trade.
A further aspect of protection is that brought about 
as a result of the sale of raw cotton at concessional 
rates. The United States is bound to see that her 
domestic manufacturers are protected by safeguard
ing the local market against the import of goods made 
from those raw materials. This undoubtedly under
pinned the “voluntary” agreement entered into with 
Japan in 1956 by which Japan has agreed to the re
striction of many kinds of textiles on a yardage 
basis.
(b) Export Conflicts
Wheat is the commodity that bulks largest in the 
price support inventory. The “big four,” United 
States, Canada, Australia, Argentina, accounted for 
84 per cent of world exports in 1955-56.
Canada and Australia have continually sold wheat 
for export without resort to export subsidies or bar
ter deals and have consistently kept prices to domes
tic producers equal or below the average net prices 
received from crop-year sales since 1949. It is not 
surprising, therefore, that these two countries have 
strongly protested, through official representatives 
and through their press, the “unfair trading prac-
12As a result of the pressure of some interests Congress in 
1950 added Section 104 of the Defense Production Act
making quotas and embargoes mandatory, instead of dis
cretionary, on some products, under specific conditions.
This became known as the “Blue Cheese Amendment0 be
cause of the protests of Denmark and other European coun
tries. Section 104 was temporary, and has now expired, 
but has left its traces on trade relations.
U. 8. IMPORT RESTRICTIONS ON AGRICULTURAL
COMMODITIES




Wheat, fit for human con- May, 1941
sumption _ ____________
Wheat products , - . May, 1941
Rye (rye flour & rye meal) Mar., 1954 
Cotton & cotton prod:
Long staple cotton ___  Sept., 1939
Short staple cotton .......   Sept., 1939
Cotton w a ste...........   Sept., 1939
Harsh c o t t o n ____________ Sept., 1946
Butter - __  - -- June, 1953
Cheese:
Edam and Gouda ........  June, 1953
Cheddar   June, 1953
Blue-mold   June, 1953
Designated Italian-type _ June, 1953
’Other commodities subject to restriction are dried butter
milk, dried skim milk, dried whole milk, dried cream, 
malted milk, butter substitutes, flaxseed, linseed oil, pea
nuts and peanut oil.
tices” of the United States in making export sales j 
(over and above the sales within the International 
Wheat Agreement)1* against soft currencies and bar
tered raw materials.
It should be noted that the method used in the ! 
Canadian stabilization program for wheat takes the j 
form of an annual government-operated producers’ 
pool. An initial payment, usually about two-thirds 
of the prevailing price, is made on delivery of wheat 
by the farmer;12 *4 this is followed by one or more in
terim payments and lastly by a final payment. The 
farmer is paid for any given grade of grain the exact 
amount the Wheat Board secures for its sale, less 
storage and other operating costs. If this should ] 
seem an unduly low price the government may sup
plement it. The pursuit of this Canadian policy has 
cost the Canadian taxpayer nothing since 1940.
The Australian scheme is similar to the Canadian
,sThe International Wheat Agreement, ratified in its pre- j 
sent form in 1949, renewed in 1953 and 1956, is basically j 
a long-term multilateral commodity contract, which speci
fies the basic maximum and minimum prices at which j 
“guaranteed quantities'* of wheat will be offered by desig
nated exporting countries to be purchased by designated J 
importing countries. American officials have observed 
that the Agreement provides an internationally approved 
basis for an export subsidy to bridge the gap between 
“world” wheat prices and the high government-supported 
American market prices. An agreement of this type must 
take the price of some particular type of wheat as a stan
dard; the agreements have taken No. 1 Northern in store at 
Fort William, Canada. It is probably true that export- j 
pricing in Canada, more or less supported by the United . 
States, has virtually set the level of basic “world" wheat J 
prices which have been held above the I.W.A. minimum 
level.
MThe Canadian Wheat Board does not own any elevators, 1 
which all belong to private companies. The farmer does 
not get paid for his wheat unless room is available in these 
elevators for him to make his delivery.
Annual 
Quotas or Fees j 
.8 million bu. j
4.0 million lbs. I
186.0 million lbs. J
45.6 million lbs. 1 
14.5 million lbs. j
5.5 million lbs. ]
70.0 million lbs. j 
.7 million lbs. 1
4.6 million lbs. 1 
2.8 million lbs. j
4.2 million lbs. j
9.2 million lbs. ]
except that the initial or guaranteed price is based 
on an estimate of production costs. Australia also 
operates a Wheat Stabilization Fund by means of 
deductions from export receipts. Both Canada and 
Australia have reduced wheat acreages in recent 
years; in the case of Canada the wheat acreage has 
been reduced steadily, on a voluntary basis, until this 
year it is expected to be in the region of 19.9 million 
acres.
As far as the direct effect of subsidized exports 
from the United States is concerned, it is rather diffi
cult to point to any particular transaction wherein 
the Canadian or Australian wheatgrower has lost a 
sale. It is evident, however, that by its very scope 
and magnitude, markets which would otherwise have 
been open for Canadian and Australian wheat on a 
competitive basis have had their needs satisfied 
through foreign currency sales whether under P. L. 
480 or Section 402 of the Mutual Security Act. So far 
as these deals have involved a commitment to pur
chase a certain amount of U. S. wheat, they have 
tended to pre-empt the market to the disadvantage of 
other exporters. Evidence that some countries have 
reduced or restricted their import license after re
ceiving aid from one of these programs points to this 
being true.15
The United States has argued that the special pro
grams for disposal of farm surpluses have aided in 
developing new and important markets and develop
ing new tastes in foreign markets. It has also been 
maintained that any steps, however unpalatable at 
the moment, which will serve to correct the overall 
surplus problem and reduce carryover stocks on this 
continent cannot but benefit Canada and other wheat 
producers in the long run. This is sensible comment 
but cool comfort.
Wheat: Exports of Main Suppliers
(Million Bushels)
Average 1955-56 as % of
1934-38 1950-54 1955-56 1934-38 1950-54
United States 46.1 329.7 340.8 739 103
Canada .... .... 174.9 300.3 289.0 165 96
Australia ... 106.2 98.2 105.0 99 107
Argentina 122.5 81.0 115.0 95 142
Note: U. S. wheat surplus holdings as 
820 million bushels.
at Jan. 31, 1957:
Cotton surplus disposal is on a different footing 
from other products. The present new and huge pro
gram of U. S. disposal has largely accounted for 
the recent fall of 5 to 6 cents a pound in world cotton 
prices. This is of some concern to competing cotton 
exporters including Pakistan, Mexico, Peru, Brazil 
and Turkey. Since the program began in February, 
1956, 7.3 million bales of U. S. surplus cotton have 
been sold for export before August 15,1957. The real
^Correspondence with Mr. D. H. Bums, Commercial Di
vision, Canadian Embassy, Washington, D. C.
effect of the disposal on other cotton exporting coun
tries, therefore, will not be visible until next year.
Dairy products represent an instance of surplus 
disposal where the effects may be more easily 
gauged. The concern of other exporting countries 
is that U. S. donations have affected the area of 
market development, since people are always happier 
to get such goods for nothing, even when, in some 
cases, they can afford to pay for them. Moreover, 
there have been significant examples of such dona
tions finding their way into normal retail trade in 
foreign countries.
Dairy Products: Exports of Main Suppliers 
(Million Pounds)
Average
A. Butter 1934-38 1953 1955
New Zealand _;_________  308.9 355.0 347.7
Denmark    328.5 299.1 283.6
IJnited S ta te s ---------- 1*2 24.6 226.0
A u s t r a l i a _____________  220.1 87.4 180.8
Netherlands ..---------- 109.5 116.2 98.1
B. Cheese
Netherlands ....   132.3 189.6 196.1
New Zealand___________  194.0 227.0 188.0
United S ta te s__________ - 1*3 20.0 147.5
D enm a rk _____________—  18.0 131.8 114.4
Australia -------------  21.7 51.6 47.2
Probably the greatest harm to dairy exporters 
comes from the effect of U. S. overseas donations 
and concessional sales on the prices paid in the Lon
don market, even though U. S. exports to the United 
Kingdom are negligible. This apparent paradox is 
little understood in the United States but is the key 
to the whole problem of butter and cheese world 
prices. The United Kingdom is the one great free 
market for dairy products in the world and such pro
ducts that cannot find a place elsewhere inevitably 
find their way to the London market. This means 
that the traditional exporting countries whose mar
kets have been penetrated by U. S. overseas dis
posals on non-commercial terms, have been forced to 
export to London, as the sole remaining market for 
commodities which, because of their perishable 
nature, cannot be stored in the hope of market im
provement. It must be admitted that increased dairy 
production in countries such as New Zealand, Den
mark, the Netherlands, and Australia have also con
tributed to the overloading of the London market, 
but this has been due, at least in part, to the pros
pects of market development in other parts of the 
world being inhibited by the continuance both of a 
high level of surplus dairy production within the 
United States and of foreign disposal of the surplus. 
It is thus not only a question of loss of traditional 
markets but also of denial of that growth of trade 
which is a normal expectation of suppliers. The 
principle involved is not concerned with the degree 
of harm, but whether one country, the United States, 
should injure the economies of friendly, allied coun
tries by exporting a domestic difficulty which has 
arisen more from political than economic pressure.
New Zealand is the world's largest exporter of 
dairy products but, as already mentioned, the other 
affected countries are Denmark, the Netherlands, 
and Australia. About 30 per cent of New Zealand's 
export income comes from the sale of dairy products. 
That country feels that when it is faced with price 
falls such as occurred in the London market over the 
past year, from 402 shillings per 112 pounds of butter 
in January, 1956, to 260 shillings in January, 1957, 
“we have every reason for vigorous protest against 
the failure of the United States to equate domestic 
production and consumption of dairy products."1* 
Typical of many such agreements, the 1956 trans
action to provide India with farm surpluses to the 
value of $360 million may well have far-reaching ef
fects on other agricultural producing countries. The 
agreement contains a stipulation that India will con* 
tinue to buy food in world markets. The fact is, 
however, that India will probably buy less food than 
if the American “loan” had not been granted, and 
Australia will probably sell less wheat, Mexico will 
sell less cotton, and Burma will sell less rice on world 
exchanges. It is true that some countries are not 
eager to protest the incursion of their markets be
cause they are also, in their turn, beneficiaries of sur
plus U. S. disposals. For this reason Burma has 
felt less constrained to concern herself over the loss 
of rice markets in Southeast Asia; Brazil and Turkey 
likewise in respect of cotton. It could be argued that 
it would be vastly more profitable all round if the 
United States ceased to accumulate surpluses in the 
first instance or stuck to the ground rules of private 
international trade.17
1 • Correspondence with Mr. D. W. Woodward, Commer
cial Counsellor, New Zealand Embassy, Washington, D. C.
,7It is difficult to assess properly the effect of wheat disposal 
involved in triangular trade deals or barter where the ulti- 
mate desUnaUon of the commodities is unknown and is 
frequently sent to countries where no commercial markets 
are available. For example, the United States “sells’* 
some of its government-owned stock of wheat and cotton 
to Italy. Italy pays in lira that go into a special account. 
Italy regards the money as a loan from the United States 
on which she pays 3 per cent interest in dollars or (in some 
cases) in her own currency. Italy undertakes to relend 
the lira, to say, Libya to finance Libyan purchases of 
Italian steel, vehicles, and machinery. Italy gets wheat 
and cotton, Libya gets capital goods. The effect is the 
same as if the United States had given Libya dollars to 
spend in Italy, and Italy had used the dollars to buy 
American wheat and cotton. The difference is that the 
whole procedure is backward, thus insuring that the U. S. 
objective— to get rid of the wheat and cotton— is achieved 
before the rest of the process takes place. If Libya were 
simply given dollars, it is highly probable that she would 
spend them directly in the United States. Instead of ex
porting wheat and cotton, of which she has too much, the 
United States would export machinery, steel, or other 
capital goods for which, on the whole, there are plenty of 
good markets at home. The device is one for forcing trade 
into channels but whether, theoretically, it ought to flow 
in those channels is another question. This example is 
hypothetical, but typifies the style of several recent agree
ments.
Farm Surplus Disposal
To Underdeveloped Countries 
There are two international aspects of the surplus 
commodity problem, the negative and the positive. 
The negative aspect stresses the effect of disposal on 
foreign suppliers both as a result of displacement 
of normal markets and the price-depressing effects 
of surpluses on world commodity prices. The posi
tive aspect refers to the potential contribution that 
farm commodities, surplus to the consumption re
quirements of high income countries, can make to
ward raising living standards in the lower income 
countries.
In-certain underdeveloped areas United States sur
pluses can be used, and to some extent are currently 
used, as a real investment in the future welfare and 
prosperity of the receiving country; for example, 
disposal of surpluses to the unindustrialized nations 
of Asia. This may be said to be prompted by motives 
that are inextricably mixed; two of these motives 
are beyond doubt the general desire to raise stand
ards of living (one result of which may be to improve 
the market for commercial exports) and the policy 
of containing Communism. Apart from food and 
famine relief, however, some principle is required for 
surplus disposal; one such principle, with peculiar 
relevance to underdeveloped countries, is “aid to 
self-help”. In explanation of this principle two atti
tudes are important:18 (a) special disposal programs 
should be directed toward attaining net additions to 
consumption in the receiving countries, and (b) pri
ority should be given to programs linked to schemes 
for general economic development. Also there 
should be an undertaking in all cases from both im
porting and exporting countries that such arrange
ments will not be harmful to regular patterns of pro
duction and trade.
In this connection, agriculture in the East is a good 
deal more dependent on the vagaries of nature than 
in the West. For example, it has been the experience 
of Pakistan that any real shortages of food are 
greatly accentuated by psychological factors. It gen
erally happens that as soon as some signs of food 
shortage are visible, the people get panicky and start 
hoarding. Even though the quantity hoarded indi
vidually may not be large, it does become forbidding 
when multiplied over a large population, with the 
result that apart from the real shortage a more seri-
18The Canadian Government has suggested recently that 
sales of surpluses on concessional terms should only be 
made to underdeveloped countries and for only two pur
poses: for building national reserves against emergency 
and for financing economic development leading to in
creased consumption. 28th Session of the Committee on 
Commodity Problems of the Food and Agricultural Organi
zation, meeting in Rome, March 24, 1957.
ous- artificial shortage, the precise magnitude of 
which is impossible to assess, is created. The only 
effective remedy against this kind of situation is to 
create sufficient reserves of food in the potentially 
deficient areas, so that the incentive for artificial 
hoarding may be removed. Another situation which 
needs to be examined seriously is the creation of 
sudden shortage. Such a shortage occurred recently 
in Iran and Afghanistan. Pakistan agreed to divert 
some of her imported food supplies to these countries 
but at considerable sacrifice, as her own food position 
was acute. It would be of great advantage, there
fore, if a regional reserve of food, which may con
veniently be called a “regional food bank,” could be 
created in the Middle East and other regions. The 
creation of national (as distinct from regional) food 
reserves is, in any case, a dire necessity.19
It should be understood that even if all the sur
pluses of grain and other food-stuffs of the United 
States, large as they are, were exported against pay
ment or even given gratuitously to the needy coun
tries, such exports would provide but an insignifi
cant portion of what these countries require in bring
ing their diet standards to a satisfactory level. The 
best contribution from a long run viewpoint pre
sumably is the continuance or even expansion of the 
U. S. technical assistance programs either directly 
or through the United Nations. The great hope lies 
in each country developing its own resources and 
expanding its own markets both internal and exter
nal. The programs for farm surplus disposal would 
be self-defeating if their effect were to increase the 
dependence of these countries on the United States, 
particularly in a world of shortage of dollar ex
change.
Concluding Comments
Instances have occurred where disposal programs 
have cut across established commercial practices and 
have caused much concern to competitors of the 
United States in world trade. Special precautions 
are needed to prevent the displacement of usual 
marketings of friendly, allied countries. Care must 
also be taken not to damage U. S. sales for dollars 
along usual commercial channels.
The use of surplus farm commodities to replace 
dollar expenditures of loans in underdeveloped 
countries will not result in expanded consumption, 
even in the short run, unless such transactions are 
accompanied by special distribution programs with
in the receiving countries. It may be stated as a 
general principle that if food or other surplus agri
cultural commodities received by a country through 
sales for foreign currency, barter, or even as dona
tions, are sold in that country through ordinary mar
kets, net additions to consumption (especially among
“ Correspondence with Mr. Zahiruddin Ahmed, Economic
Counsellor, Embassy of Pakistan, Washington, D. C.
low-income undernourished peoples) will be small 
or even negligible. Indeed, usually other imports 
will decline or the consumption of home-grown 
products will be reduced.
Where funds accruing to the United States from 
sales for local currency (or to the surplus-receiving 
government from sales within its country) are used 
to speed economic development, then consumer pur
chasing power and consumption of food and other 
agricultural products may increase to some extent. 
Such an increase, however, may not be immediate. 
Donations to needy persons through voluntary or 
other agencies could result in temporary net in
creases in consumption. Unless they are continued 
for a considerable period, however, and are directly 
related to or made part of long-term development 
programs, little or no lasting benefit is likely to 
accrue.
The job of surplus disposal is a difficult one 
calling for much prior consultation by the United 
States with countries that could possibly be affected, 
the favoring of programs stretching over a period 
of years and thus not sporadic in their effects, 
coordination of policy within the executive branch 
of the government, and consistency of action within 
the legislative branch.
Export markets are of vital importance to some 
of the major U. S. farm products; it should be 
stressed, however, that high and rigid price supports 
for domestic agricultural products are inherently in
compatible with a system of private and non-dis- 
criminatory international trade. The implications 
of the American export programs are clearly seen 
by competing suppliers in other countries. There is 
genuine concern lest present farm export subsidy 
programs may turn into permanent measures. Inde
finite continuation of present farm export policies 
cannot avoid hurting U. S. relations with friendly 
allied countries.
The lasting solution of the surplus problem can 
come only from within the United States. There is 
abundant scope for promoting consumption of sur
plus commodities both at home and abroad; there 
is scope also for continued modification of the 
widely criticized price supports without affecting 
the stability of the American family farmer. I
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MONTANA BUSINESS INDEXES 
<1947-1949= 1M)
Electric Depart- Agri- Prices*
Noa&gr. Carload- Power Con- Copper Zinc Crude OH Bank ment Store cultural (May 1SS9 
Km pi.* l« f» * tumpdon* Prod.* Prod.* Prod.* Debits4 sales' Prices* b im)
1947 96.3 104.0 94.6 100.6 86.3 96.5 89.9 94.8 102
1948 _  101.3 99.1 99.4 100.9 111.3 103.0 103.8 103.5 105
1949 _  102.4 97.0 106.0 98.4 102.4 100.6 106.3 101.7 93
1950 103.8 103.8 112.5 95.0 128 2 89.3 117.4 104.1 100
1951 . --------  105.2 110.2 1142 99.8 1432 98.6 128.6 107.9 118 114J
1952 108.2 112.9 127.9 1072 154.8 105.4 134.6 114.0 108 116.0
1953 108.9 119.3 140.9 134.9 151.6 131.1 133.9 111.0 89 113 0
1954 109.5 115.7 122.6 103.2 115.1 156.5 140.5 112.1 88 114.5
1955 -....   113.1 125.7 169.6 141.7 129.6 172.6 153.8 118.8 85 107 7
1956 - 115.4, 136.8 223.4 168.4 135.8 239.3 166.0 126.3, 108il1955—
November ... 114.2 146.3 226.9 164.7 129.1 167.3 170.5 142.7 79 1051
December 112.7 134.7 225.0 151.4 121.1 195.1 164.0 194.6 77 106J1*56
February 107.4 114.7 225.0 167.1 133.7 218.8 145.8 77.0 76 1042
March 108.9 116.4 2252 1602 149.7 231.7 152.4 102.1 78 104 0
April .... 113.5 125.1 226.6 179.6 1682 2262 156.6 1182 80 1052
May ----  1172 129.0 2242 170.1 158.7 2312 153.1 1172 81 1052
June -----  123.6 132.0 221.7 1662 145.0 2402 1652 1142 81
July --------  124.1 1472 213.0 1552 1302 2482 1672 1172 82 1132
August —  125.4 1512 221.5 167.1 * . 121-1 2362 165.0 1372 82 108 0
September 1242 157.4 224.1 1822 1322 2322 1742 1372 82 1124
October 122.6 163.5 221.6 184.7 , 119.4 2402 1912 1452 81 1082
November .... 118.8 155.1 2272 176.8 1212 2642 182.0 154 4 82 1112
December 116.7 128.1 225.9 158.4 1232 2752 1752 216.7 81 108.4a *9
January - 1122 109.6 170.4, 96.8, 275.1 168.4 752 81 108 6
February ---- 111.4 1162 194.5 113.8 286.8 156.5 82.6 82 1082
M arch------  112.0 116.3 1992, 1152, 292.8 1602 103.8 83 1082
April .......... 115.7, 09 106.7
r— revised p— -preliminary
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- and part- 
time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the month. 
-Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings of freight 
loaded at Montana points. Daily average.
• Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Power and 
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial users 
for consumption within Montana, reduced to hourly average kilowatt hours per month.
‘Computed from reports of U. S. Bureau of Mines. Daily average.
• Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average
• Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banksin 16 Montana communities 
Daily average.
TComputcd from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department and gen
eral stores in Montana. Daily average.
• Prices received by Montana farmers and ranchers for all farm products. U. S. Department of Agriculture. Agricultural 
Marketing Service.
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1957: A NEW LOOK?
EDWARD J. CHAMBERS, Associate Director 
Bureau of Business and Economic Research
The most important development in the national 
economy this year to date has been the strength of 
final demand for goods and services. In Table I the 
experience for the first quarter of 1957 is compared 
with that in the preceding two quarters. Between 
the most recent quarter and the last quarter of 1956 
the increase in the value of output was attributable 
entirely to an increase in final demand. Most not
able was the increase in government purchases of 
goods and services where federal defense spending 
together with state and local government outlays 
rose by 3% per cent. In absolute amount the greatest 
rise was in consumer outlays with expenditures in all 
categories— durables, nondurables and services— dis
playing the strength to be expected from the continu
ing growth in personal income.
At the beginning of the year a number of reason
ably optimistic forecasts were issued about the 
course of business during 1957. These seemed to be 
followed in the winter and the early spring by 
sudden expressions of caution which spread through
out the business and financial community. The cir
cumstance of year end optimism followed by pessi
mism at the commencement of the new year was 
very similar to the pattern of one year ago. Early in 
1956 there was a good deal of bearish sentiment as
Table I
Gross National Product at Seasonally Adjusted Annual Rates
Government Purchases------
Gross Private Domestic Fixed
In v e s tm e n t ------------
Consumer Expenditures — ...
Net Foreign Investment .....










Source: Survey of Current Business, May, 1957.
industrial production declined and the gross national 
product increased at a rate which was rather unfavor
able when viewed in terms of what had been achieved 
in the immediately preceding quarters. Again this 
year some commentators expressed alarm as they 
viewed the decline in freight carloadings, the drop in 
construction contract awards, the more than seasonal 
decline in business loans by commercial banks and 
the weakening yields on debt securities. The early 
year caution and reassessment was plainly evident in 
business decisions to curtail inventory buying to a 
rate, which in over-all terms, did not even re
place stocks currently being disposed. During the 
same period in 1956 there was no evidence of a 
reduction in the rate of inventory accumulation. 
The truth of the matter is that the decline or levelling 
off in some business indicators during the first quar
ter of 1957 was directly traceable to inventory de
velopments.
Nationally there are a number of factors indicating 
that the growth in total output will be sustained, and 
perhaps intensified, during the balance of the year. 
The first of these is the available evidence which 
suggests that aggregate final demand will remain at 
very high levels in the coming months. By spending 
segment, the situation is as follows:
Business Capital Expenditures: The most recent 
survey of the Commerce Department and the Se
curity and Exchange Commission points up the fact 
that scheduled capital outlays will remain high 
throughout the balance of 1957. This conclusion is 
supplemented by the results of the McGraw-Hill 
survey recently released which show that the recent 
slowdown in business buying for inventory has not 
affected unfavorably plans for capital spending. 
Nineteen fifty-seven capital expenditure plans of 
businessmen displayed the same increase over 1956 
levels in the spring as they had at the canvassing in 
the fall. With the exception of commercial building,
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where some measurable decline is to be anticipated, 
all forms of businesses will maintain approximately 
the present high level rate of capital outlay. The 
comparison of anticipated outlays for the year with 
their planned rate in the second quarter suggests 
that there will be some levelling off in the second 
half of the year. However, if there should be a re
newed spurt in the general level of business activity 
during the balance of the year, then it is entirely pos
sible that capital spending plans will be revised up
wards. Should this materialize we can anticipate a 
slight quarter to quarter expansion in this segment 
rather than the levelling out now in prospect.
Consumer Spending: The anticipated spurt in
automobile purchases this spring has not material
ized, and to date it has not been an especially en
couraging year for appliance and other manufac
turers of consumer durables. Spending for services 
and for nondurables has continued to show increases. 
The prospects are that consumer outlays, including 
those on durables, will show some increase during the 
balance of the year though this will be at a consider
ably slower rate than during the spending spree in 
1955. Two factors may have a favorable effect on 
consumer spending later this year. At that time 
many consumers will have cleaned up the install
ment debts contracted in 1955 and, under the in
fluence of favorable personal income levels, they 
could be inclined to incur new installment obliga
tions. Secondly, the impact of style changes may give 
a spurt to auto sales in the final quarter. At that 
time the widely heralded 1958 General Motors 
models will appear and, if given public acceptance, 
a significant boost in auto sales could occur. For 
this model year, it is the two other members of the 
auto industry’s “big three” who have made the radi
cal style changes, have substantially improved their 
share of the car market, and increased their sales 
over the corresponding period of last year.
Residential Construction: Recent concern has 
been expressed over the decline in housing starts to 
an annual rate of less than 900,000 units. In spite of
this there is a good possibility that the total number 
of dwelling units started will this year come close to 
one million. The downward drift in housing starts 
that has been in evidence over the past two years has 
been a result almost entirely of reduced VA and 
FHA mortgage commitments. The presently re
corded level of starts does not yet reflect either the 
rise in the maximum FHA contract rate to 5 per cent 
or the lowering of the FHA down payment mini
mum. Some increase in the availability of funds for 
government guaranteed mortgages as a result of the 
more competitive rate is likely later in the year. This 
together with the rise in the average dollar value of 
new homes should be sufficient to perhaps increase, 
and certainly to stabilize, the present rate of outlay 
for residential construction.
Government Purchases of Goods and Services: 
Substantial federal budget cuts have been urged. 
Even though some should materialize it is still very 
unlikely that contemplated federal expenditures in 
the latter half of the year can be reduced. The pre
sent rate of national security spending is in excess of 
what had been anticipated a few months ago, and the 
growth in this category will continue throughout the 
remainder of the year. A continuing increase in state 
and local spending is to be anticipated following the 
increased appropriations and bond financed programs 
adopted by state legislatures. A reasonable expec
tation is for a boost of 5-6 per cent in total govern
ment purchases during the balance of the year.
A second very favorable development making for a 
sustained growth in output during the balance of the 
year is the conservative inventory position taken by 
business in the past six months. The ratio of manu
facturers* inventories to sales is currently slightly 
above the level of this time in 1956 but, since reach
ing a new plateau last summer, it has shown a slight 
downward tendency. Manufacturing, wholesaling 
and retailing establishments have in the aggregate 
all displayed caution in the purchase of stocks. It is 
not apparent whether this has arisen from resistance 
to the rising price level, a desire to conserve working 
capital, or a belief that an advantage is to be obtained 
in prices and terms later in the year, or some combin
ation of the three. Yet, however that may be, this 
evidence of caution at a time when inventories in 
general appear to bear a healthy relationship to sales 
can only mean that the former will be a plus factor—  
possibly a strong one— -in total output later in the 
year as the aforementioned continuing strength in 
final demand materializes.
In sum: There is good reason to expect economic 
advance throughout the balance of 1957. Not all 
segments of the economy will share equally in this 
growing output— they never do— and adjustments 
will continue in some industries and some regions. 
But clearly present conditions substantiate earlier 








1948 _ :__________ 101.3 99.1
1949 . „ 102.4 97.0
1950 . _ 103.8 103.8
1951 105.2 110.2
1952 108.2 112.9
1953 . . . . 108.9 119.3
1954 ____________ 109.5 115.7
1955 ____________ 113.1 125.7
1956 ____________ 115.4, 136.8
1956—
March ______ 108.9 116.4
April _______ 113.5 125.1
May ________ 117.9 129.0
June ________ 123.6 132.0
July ________ 124.1 147.2
August ______ 125.4 151.5
September ___ 124.9 157.4
October 122.6 163.5
November ___ 118.6 155.1




March . 112.0 116.3





P ow er Con Copper Z in c Crude Oil
sumption* Prod.4 Prod.4 Prod.®
94.6 100.6 86.3 96.5
99.4 100.9 111.3 103.0
106.0 98.4 102.4 100.6
112.5 95.0 128.3 89.3
114.9 99.8 143.3 98.6
127.9 107.3 154.8 105.4
140.9 134.9 151.6 131.1
122.6 103.2 115.1 156.5
169.6 141.7 129.6 172.6
223.4 168.4 135.8 239.3
225.8 160.5 149.7 231.7
226.6 179.6 168.8 226.9
224.8 170.1 158.7 231.3
221.7 166.5 145.0 240.9
213.0 155.5 130.2 248.2
221.5 167.1 123.4 236.9
224.1 182.3 132.2 232.5
221.6 184.7 119.8 240.9
227.5 176.6 121.9 264.3









Bank ment Store cultural (May 1950





128.6 107.9 118 114.8
134.6 114.0 108 116.0
133.9 111.0 89 113.0
140.5 112.1 88 114.5
153.8 118.8 85 107.7
166.0 126.3P 108.1
152.4 102.1 78 104.0
156.6 118.2 80 105.2
153.1 117.2 81 105.0
165.2 114.9 81 112.5
167.8 117.8 82 113.9
165.0 137.9 82 108.0
174.5 137.9 82 112.4
191.2 145.8 81 108.5
182.0 154.4 82 111.5
175.5 216.7 81 108.4
168.4 75.2 81 108.6
156.5 82.6 82 108.9
160.3 103.8 83 108.9
168.5 123.9 85 106.7
85
r— revised p— preliminary
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- and part- 
time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the month.
Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings of freight 
loaded at Montana points. Daily average.
3Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Power and 
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial users 
for consumption within Montana, reduced to hourly average kilowatt hours per month.
4Computed from reports of U. S. Bureau of Mines. Daily average.
5Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
• Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana communities. 
Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department and gen
eral stores in Montana. Daily average. __. .
• Prices received by Montana farmers and ranchers for all farm products. U. S. Department of Agriculture, Agricultural 
Marketing Sendee. ,
• Computed from reports of the Montana Department of Labor and Industry. _______________________________ __
In Montana —
To date this year business conditions have been 
good in some areas and segments of the state’s econ
omy but rather spotty in others. For example, in 
Great Falls, Butte-Anaconda, and Helena aggregate 
activity has been running well ahead of year ago 
levels. In Missoula, Billings and Kalispell, on the 
other hand, business is experiencing a considerable 
readjustment.
In surveying the business indicators a lack of uni
formity is apparent. Non-agricultural employment 
is above year ago levels but on a seasonally adjusted 
basis has been in a sidewise movement since last 
October. Freight carloadings are below the com
parable period of last year owing primarily to the 
lower operating levels in the forest products indus
tries. Analysis of retail trade trends is complicated 
by Easter which this year was three weeks earlier 
than in 1956. However, when allowance is made for 
this fact retail trade in the soft lines appears to be 
holding up well. Durables have been considerably 
more sluggish, with new passenger car registrations 
through May off 7 per cent from the comparable
period last year. It is well known that logging and 
lumbering operations in Western Montana continue 
to be curtailed in the face of the national decline in 
residential construction. The impact upon some 
centers in this part of the state has been rather 
severe.
Construction activity through April as measured 
by contract awards is running considerably behind 
the comparable period of last year. (See table on 
page 4). Residential awards were off 14 per cent 
with developments in residential construction in the 
state as unfavorable as those in the nation. Non- 
residential contracts have declined just under 8 per 
cent. However, the big drop has been in the public 
works and utility group (heavy engineering con
struction), though comparison here is made rather 
difficult by the inclusion in the 1956 figures of con
tracts for some of the larger dams now under con
struction. Contract awards, as a measure of con
struction activity, tend to lead by a number of months 
actual expenditures and employment in the con
struction indusry. Statewide construction employ
ment in April was 2 per cent above last year’s level,
VALUE OF CONSTRUCTION CONTRACTS. MONTANA. ELEVEN WESTERN STATES AND THE UNITED STATES.
FIRST FOUR MONTHS. 1956 and 1957 
(Thousands of Dollars)
January February March April
Total
Four Months %
1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 Change
Montana, Total .. 
Residential
9,636 2,780 3,430 5,694 15,925 16,370 51,244 15,123 80,235 39,907 -50
Building _  
Non residential
2,068 1,670 2,313 1.843 5,325 3,508 4,441 5,189 14,147 12,210 -14
Building 
Heavy Engineer
1,802 779 823 3.830 7,180 4,549 5,006 4,502 14,811 13,660 -8
ing Construct. 
11 Western
5.766 331 294 21 3,420 8,313 41,797 5,432 51,277 14,097 -72
States,! Total ^  
United States.
459,631 521,264 454,685 443.460 588,048 630.413 697,120 626,753 2,199,484 2,221,890 +  1
Total 2,221,074 2,299,554 2,229,498 2,161,009 2,769,506 3,077,997 3,045,467 2,776,431 10,265,545 10,314,991 0
1 Arizona, California. Colorado. Idaho. Montana. Nevada, New Mexico, Oregon. Utah, Washington and Wyoming.
Source: F. W. Dodge Corporation, in cooperation with Bureau of Business and Economic Research, Montana State University.
but the trend of contract awards so far this year cer
tainly indicates that barring a substantial pick-up 
later in the year last year’s employment opportuni
ties will not be equalled.
Mining and smeltering operations have held up 
well in the Butte-Anaconda area in spite of the 
very considerable readjustment in copper prices 
which has recently been taking place. To the extent 
that this weakness in price has arisen from a liqui
dation of copper buyer’s stocks, as industry spokes
men claim, it can be expected that operations in this 
area will be reasonably well maintained.
On the more favorable side, in the eastern part of 
the state petroleum exploration and pumping has 
been vigorous, and well ahead of the comparable 
period last year. This renewed activity has been a 
solid plus factor in the business scene. At the pre
sent writing a further favorable factor is agriculture. 
Farm prices were up 8 per cent over April of 1956, 
and prospects for the winter wheat crop in the east
ern part of the state were excellent.
In summing up, despite some readjustments, gen
eral business conditions in the state when judged by 
any past standards have been good during the first 
five months of 1957. Satisfactory developments in 
Montana’s economy during the remainder of the year 
will depend to a considerable degree upon the con
tinuation of the favorable agricultural outlook, the 
realization of prospects for national improvement in 
residential construction, and the maintenance of a 
degree of stability in mineral production.
NEW CONSTRUCTION ESTIMATES 
The table above introduces the first monthly esti
mates of total construction activity available for the 
state of Montana. Estimates of the value of con
struction contracts let in Montana during January- 
April, 1957 are compared with estimates for the first 
four months of 1956. The series will be carried 
regularly in Montana Business in the future.
The estimates represent a cooperative effort of the 
F. W. Dodge Corporation, a private construction in
formation agency, and the Bureau of Business and 
Economic Research. Since January 1956, the Bureau, 
assisted by its correspondents in various counties of 
the state, has been collecting the data from which the 
Dodge Corporation prepares its estimates. Similar 
projects in the ten other western states have resulted 
in the first national estimates on a monthly basis of 
over-all construction activity. Prior to 1956, monthly 
data were available only for the 37 eastern states. 
The new estimates should be of interest to business
men, contractors, and others at both the state and 
national levels and will provide a new and impor
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ECONOMIC RESEARCH
SOME IMPLICATIONS OF OUR GROWING SUBURBS
By W. GORDON BROWDER, Professor of 
Sociology, Anthropology and Social Welfare
The term “suburban population” has not been pre
cisely defined by demographers, being used to denote 
both the inhabitants of urban places outside the 
corporate limits of a large city, and the rural-urban 
fringe peripheral to urbanized areas. In popular 
usage, “suburb” usually applies to any type of fairly 
closely built-up area adjacent to an urban place, such 
areas ordinarily being residential in type, particu
larly in the case of suburbs of smaller cities. In this 
article, suburban population refers to any residen
tial concentration outside the corporate limits of any 
urban place, but distinct from the rural farm and 
village populations. In other words, it includes that 
portion of the rural-nonfarm population residing 
outside of places below 2500 persons in size. While 
this is not a completely satisfactory definition, it is 
about as close as can be suggested under limitation of 
available census data.
The rapid growth of a large suburban or fringe 
population in the United States has attracted much 
attention in recent years. Scholarly journals and 
popular magazines have featured articles on this 
most recent phenomenon of population redistribu
tion. Some sociologists perceive in this new urban 
fringe area the beginnings of significant changes in 
many aspects of American life. At least one sociolo
gist has suggested that a new type of family is 
emerging here, differing in important respects from 
both the older rural type and the newer urban “ato
mistic” family. Economists, studying the impact of 
suburbanization on the economy, suggest that im
portant shifts are taking place in spending and con
sumer habits as a result of the rapid growth of sub
urban areas. The current demand for power lawn 
mowers, portable back-yard swimming pools, garden 
tools and “do-it-yourself” materials of various sorts 
is tied to the movement of people to the suburbs.
The increasing popularity of the station wagon and 
the second car likewise seems to be related to the 
same population shift.
The magnitude of suburban growth is indicated by 
the fact that in 1950, an estimated 30 percent of per
sons in the United States living in urbanized areas 
could be classified as suburban dwellers according 
to the definition used here.1 Indeed, the importance 
of this residential category, both in numbers of 
people involved and in the social and economic sig
nificance of suburban areas, leads one to the not 
altogether facetious conclusion that the suburban 
tail is beginning to wag the urban dog. The most 
casual observation of American cities reveals a strik
ing proliferation of new housing developments out
side of corporate limits, and cities of even modest 
size are experiencing growing pains as the suburban 
drift of people pushes the sociological, if not the 
political, limits farther and farther into the country
side. A recent article in Newsweek magazine gave 
a dramatic portrayal of this process in the case of Los 
Angeles, one of the most extensively suburbanized
of our larger cities.
The people who swell the populations of these new 
American suburbs have two main origins. One of 
these is the central city itself; it appears that an in
creasing number of urban dwellers have a strong 
desire to move out of the city proper, to attain at 
least a little of the freedom, the elbow-room of coun
try living, but still to remain close to the city where 
they work and on which they depend for goods and 
services. In a sense, these people represent an urban 
exodus to residential locations where living is more 
relaxed, where the air at least seems to be fresher, 
where their children have more space in which to 
play. Although suburban living may mean incon-
iDuncan, O. D., and A. J. Reiss, Social Characteristics of
Urban and Rural Communities, 1950. New York: John Wiley
& Sons, Inc. 1956. Table 47, p. 119.
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venient commuting back and forth to work, and per
haps isolation from some of the economic and recre
ational attractions of the city, these seem to be a 
small price to pay for a bit of land of one's own, and 
the opportunity to putter about in lawn and garden 
on week-ends.
The other main source of suburban population is 
the small town and the farm. For several decades 
now the rural-farm and village populations have 
been giving up people to the larger urban centers. 
Many of these country-to-city immigrants stop short 
of the city proper— they land in the suburbs, where 
they are relatively close to the city, but where they 
can continue to enjoy to a certain extent what they 
consider to be the advantages of country or small 
town living.
So far, most of the research that has been done on 
suburban areas has been directed toward the larger 
urban concentrations. This is understandable, in 
view of the extensive and rapid development of sub
urban areas around our largest and middle-sized 
cities, and because of the strong influence of the 
large city on American life and culture. However, 
suburbanization is certainly not limited to the large 
city; as indicated above, the peripheral drift of popu
lation is noted even in small cities, where these 
places are expanding in population. It is the purpose 
of this article to present an estimate of the suburban 
population in Montana, and to note some of the prob
lems of urban communities connected with the 
growth of suburban areas.
TABLE I
TOTAL POPULATION AND POPULATION BY 
RESIDENTIAL CATEGORIES, MONTANA, 1930-1950
Population Percent Change







Total ...... . 537,605 559,456 591,024 4.1 5.6 9.9
Urban . 181,036 211,535 252,906 18.8 19.6 39.7
Rural-farm..... 203,962 175,707 135,940 — 13.9 — -22.6 — 83.4
Rural-
nonfarm .... 152,608 172,214 202,178 12.8 17.4 32.5
Source: U. S. Census of PoulaUon, 1950.
The Bureau of the Census reports place of resi
dence of persons in three broad categories: urban, 
rural-farm, and rural-nonfarm. In general, the ur- 
ban population includes all persons living in places I 
of 2500 or more; the rural-farm population is chiefly I 
composed of open-country dwellers living on farms 1 
and ranches; and the rural-nonfarm population in
cludes people living in incorporated and unincor- 
porated places of less than 2500, and persons living in 
the “fringe” or suburban areas associated with urban 
places. Except for the standard metropolitan areas, 
of which there are none in Montana, no census fig- I 
ures are available for suburban places, so that this j 
figure must be estimated. For present purposes it is . 
assumed that a rough approximation of suburban 
population may be secured by subtracting from the 1 
total rural-nonfarm population the population of  
places less than 2500 in size. The census publishes 
population figures for places of 1000 to 2500 persons, 
but data for all places of less than 1000 people are 
not available. However, it has been established that 
a satisfactory estimate of the population of these 
smaller places can be obtained by assuming that the 
number of persons living in rural villages of under 
1000 population equals 2.25 times the population of 
incorporated rural villages of that size.2
Since there were 23 counties in Montana contain
ing urban places (those of 2500 or more people) in 
1950 the suburban concept applies only to these coun
ties.*  Seven of these urban counties contain places 
of 10,000 or more population.4 Since the larger cities 
naturally have the the larger suburbs, a high pro
portion of the total suburban population is concen
trated in these seven counties. Space limitations do
TABLE O
POPULATION OF MONTANA COUNTIES CONTAINING 
CITIES OF 10,000 OR MORE, BY RESIDENTIAL 





County Total Urban farm Suburban farm
Cascade __ _____ .... 53,027 39.214 4,386 7,771 1,656
Deer Lodge . ___ 16,553 11,254 531 4,768
Gallatin . 21,902 11,325 4,675 4,788 1,114
Lewis &  Clark . ___  24,540 17,581 1,842 3,901 1,216
Missoula _ _ _ _  35,493 22,485 2,970 10,038
Silver Bow . 48,422 38,379 567 7,845 1,631
Yellowstone 55,875 35,497 6,977 13,031 370
Source: U. S. Census of PopulaUon, 1950.
not permit a detailed analysis by individual counties.
Montana’s 23 urban counties in 1950 had a total 
population of 438,892 people. This was an increase
*Ibid., p. 28.
^Montana counties having one or more places of 2500 persons 
in 1950 were Beaverhead, Carbon, Cascade, Custer, Dawson, 
Deer Lodge, Fergus, Flathead, Gallatin, Glacier, Hill, Lewis 
& Clark, Missoula, Musselshell, Park, Powell, Ravalli, 
Richland, Roosevelt, Silver Bow, Toole, Valley and YeUow- 
stone.
^Cascade, Deer Lodge, Gallatin, Lewis & Clark, Missoula, 
Silver Bow and Yellowstone.
: I
Nonagr. Carload-
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Empl.i infs* sumption* Prod.4 Prod.4 Prod.8 Debits* Sales7 Prices* S3 100)
1947 96.8 104.0 94.6 100.6 86.3 96.5 89.9 94.8 102
1948 ______ 101.3 99.1 99.4 100.9 111.3 103.0 103.8 103.5 105
1949 ________ 102.4 97.0 106.0 98.4 102.4 100.6 106.3 101.7 93
1950 103.8 103.8 112.5 95.0 128.3 89.3 117.4 104.1 100 114.81951__________ 105.2 110.2 114.9 99.8 143.3 98.6 128.6 107.9 118
1952 _ ........ 108.2 112.9 127.9 107.3 154.8 105.4 134.6 114.0 108 116.0
1953 ... 108.9 119.3 140.9 134.9 151.6 131.1 133.9 111.0 89 113.0
1954 .. ........ 109.5 115.7 122.6 103.2 115.1 156.5 140.5 112.1 88 114.5
1955 113.1 125.7 169.6 141.7 129.6 172.6 153.8 118.8 85 107.7
1956 ...... 115.4r 136.8 223.4 168.4 135.8 239.3 166.0 126.3P 108.1
1956—
April _______ 113.5 125.1 226.6 179.6 168.8 226.9 156.6 118.2 80 105.2
M a y ________ 117.9 129.0 224.8 170.1 158.7 231.3 153.1 117.2 81 105.0
June 123.6 132.0 221.7 166.5 145.0 240.9 165.2 114.9 81 112.5
July ________ 124.1 147.2 213.0 155.5 130.2 248.2 167.8 117.8 82 113.9
August 125.4 151.5 221.5 167.1 123.4 236.9 165.0 137.9 82 108.0
September__ 124.9 157.4 224.1 182.3 132.2 232.5 174.5 137.9 82 112.4
October _____ 122.6 163.5 221.6 184.7 119.8 240.9 191.2 145.8 81 108.5
N ovem ber___ 118.6 155.1 227.5 176.6 121.9 264.3 182.0 154.4 82 111.5
D ecem ber___ 116.7 128.1 225.9 158.4 123.3 275.9 175.5 216.7 81 108.4
1957—  ___
January 112.3 109.6 222.9 170.4 96.8 275.1 168.4 75.2 81 108.6
February _ 111.4 116.8 232.0 194.5 113.8 286.8 156.5 82.6 82 108.9
March ~ 112.0 116.3 217.2 190.0 114.0 292.8 160.3 103.8 83 108.9
April 115.lr 120.5 227.5 174.1P 120.1P 290.8 168.5 123.9 85 106.7
May ________ 119.3P 224.5 156.9 120.8 85 109.1
r— revised p— preliminary
^Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- and part- 
time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the month.
Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings of freight 
loaded at Montana points. Daily average. _  _ , _ _  ... „  .
• Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Power and 
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial users 
for consumption within Montana, reduced to hourly average kilowatt hours per month.
^Computed from reports of U. S. Bureau of Mines. Daily average.
• Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
• Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana communities. 
Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department and gen
eral stores in Montana. Daily average. „ „  „ _  . , . A__* «. »
• Prices received by Montana farmers and ranchers for all farm products. U. S. Department of Agriculture, Agricultural
Marketing Service.
• Computed from **® porvs of the Montana Department of Labor and Industry.
of 10.7 percent over 1940, as compared to a 5.6 percent 
increase for the state as a whole. The rural-nonfarm 
population of the urban counties in 1950 was 110,635. 
Of this total, places of 1000-2500 accounted for 23,211 
and incorporated rural places of less than 1000 per
sons accounted for 13,802. Following the assumption 
noted above that the estimated population of all 
places under 1000 is equal to 2.25 times the population 
of incorporated places in this size group, it is esti
mated that 31,050 persons in the 23 urban counties 
were living places of less than 1000. This figure, 
added to the 23,211 persons living in places of 1000- 
2500 gives a total of 54,261 “non-suburban” people. 
Subtracted from the total rural-nonfarm population, 
this leaves 56,374 persons who might validly be 
termed suburban residents. This estimate is un
doubtedly too low, since there are included in the 
places of 1000-2500 population in the urban counties 
a number of unincorporated areas adjacent to or very 
near the larger cities.5 There were 12,589 persons in 
these places in 1950, and if this number is added to 
the estimated figure derived above, the more real
istic total of 68,963 suburban dwellers is obtained.
This was almost 12 percent of Montana’s population 
in 1950, and over 13 percent of the total population 
of the 23 urban counties.
Although these figures are estimates only, it is 
felt that they give a reasonable picture of the extent 
of Montana’s suburban population. They probably 
are on the conservative side, since it is quite prob
able that some of the smaller villages in Montana, 
included here in the non-suburban portion of the 
rural-nonfarm population, are actually suburban 
places. In any case, sufficient evidence is available 
to indicate the importance, even in a rural state like 
Montana, of the expanding residential areas beyond 
the limits of cities.
Although expanding suburbs are generally con
sidered to be concrete evidence of healthy urban 
growth, they are not always unmixed blessings from 
the standpoint of the central municipalities involved. 
They bring in their wake problems of political, social
• These unincorporated places were Black Eagle in Cascade 
County, Glenwood Park and Orchard Homes in Missoula 
County, Meaderville— McQueen and Centerville— Dublin 
Gulch in Silver Bow County, Northeast Billings and West 
Billings in Yellowstone County.
and economic significance, many of which prove 
extremely difficult of solution. As growing suburbs 
result in more people locating beyond the city’s peri
phery, transportation facilities become strained and 
the pressure for additional streets and roads or the 
improvement of existing ones becomes intensified 
Established patterns of land use are upset, and it is 
frequently necessary to revise or even to scrap exist
ing zoning ordinances. The problem of extending 
municipal services to new suburban areas, especially 
where such services are perhaps already inadequate, 
is complicated by the political status of new areas. 
Usually such areas are not politically a part of the 
central city, regardless of their actual urban charac
ter. Under such circumstances, how are needed addi
tional schools, streets, sewage disposal systems, and 
other essential services to be financed? How should 
the question of annexation of suburban develop
ments to the city be met? Is it possible to work out 
satisfactory solutions to common problems without 
political wedding of the suburbs to the central city? 
Those are typical of the issues that frequently arise 
in connection with rapid suburban development.
Moreover, the expanding suburban fringe changes 
the functional character of the city. As population 
decentralizes, so must business. The rise of the 
community shopping center in or near new residen
tial areas is a common occurrence; indeed, in many 
instances such decentralized commercial centers are 
planned as an integral part of new residential addi
tions, and they perform a good part of the economic 
functions formerly concentrated in the downtown 
city center.
The suburbs and the problems they create are no 
doubt here to stay. The urban community, in Mon
tana as elsewhere in the United States, must learn to 
live with and profit from its new suburbia. But ur
ban problems today cannot be met with hit-or-miss 
methods; the realistic approach is to develop ade
quate plans to deal both with immediate problems 
and long-range policy. If cities are to grow not only 
bigger but also better, city planning which includes 
the suburban as well as the strictly urban aspects of 
the community must be developed and applied.
VALUE OF CONSTRUCTION CONTRACTS, MONTANA. ELEVEN 
WESTERN STATES AND THE UNITED STATES.
FIRST FIVE MONTHS, ISM and 1357 
(T h otu ad x  o f Dollars)
Montana, Total . 
Residential Building 
Nonresidentiai
May Total Five Months
% % 
1956 1957 Change 1956 1957 Change
17,846 16.055 — 10 98.083 56.022 -43
5-326 6,095 +14 19,475 18.305 —  f
Bu ild ing 2.229 5.154 +131 17,040 18.814 +10
Heavy Engineering 
Construction _ 10.291 4,806 -S3  61,568 18.903 — 69
11 Western States5,
Total   580,391 724,449 +25 2.779.875 2.946,339 +  6
United States Total _  2.980.200 3.398.337 +14 33.245.745 13.714.519 +  4
3Arizona, California. Colorado, Idaho. Montana. Nevada, N ew  Mexico. 
Oregon. Utah. Washington and W yom ing
Source: F. W. D odge Corporation, in cooperation  w ith Bureau of 
Busin ess and Econom ic Research, Montana State University.
ANNOUNCEMENT
The first edition of the Montana Almanac, a 400 
page compendium of Information on the economic, 
governmental, physical, historical and social aspects 
of the State of Montana, will be off the press in late 
July.
It Is believed that this publication will be a useful 
supplement to Montana Business. Of especial in
terest to businessmen are chapters on labor, economic 
indicators, personal income, agriculture, forest indus
tries, mineral production, construction, manufacturing, 
transportation, communications, power, trade, services, 
finance, insurance and real estate. Summaries of 
selected legislation should also be of interest.
The Almanac has been prepared by the various de
partments of Montana State University, with co-or
dination of effort, tabulation of data and editing being 
done by the staff of the Bureau of Business and Eco
nomic Research.
The Almanac, priced at $2.00, may be purchased 
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MONTANA'S INDUSTRIAL, POPULATION, AND EMPLOYMENT 
PROBLEMS AND THEIR RELATION TO WATER
By PERRY F. ROYS, Director 
Montana State Planning Board
If we look at industrial, population and employ
ment problems we find that they are intimately re
lated to water, and that the relationship is a very 
important one so far as Montana is concerned.
Montana’s basic industries are almost exclusively 
resource-oriented and fall within the classification 
“primary”. Agriculture is the predominant source 
of income in the state, with mining, manufacturing, 
and lumbering following in that order. They are 
the foundation for other dependent industries such 
as trade and services, transportation, communication, 
public utilities, and finance. What happens, there
fore, to the basic income sources individually or col
lectively has strong repercussions through the state’s 
economy. This importance is best shown by the close 
relationship that gross basic income has to income 
payments to individuals and retail sales in the state. 
In a study conducted by the Bureau of Business and 
Economic Research at Montana State University, it 
was shown graphically for the period from 1935 
through 1951 that a change of $1 million in gross 
basic income would cause one to anticipate changes 
in individual income payments and retail sales of $1.4 
million and $887,000 respectively, in the same direc
tion during the same year. To say it another way, 
whenever an existing or new agricultural, mining, 
lumbering, or manufacturing industry adds $1 mil
lion to the state’s gross basic income, it can be ex
pected that individual income payments to Mon
tanans will increase on the order of $1.4 million and 
that retail merchants in the state will sell in the 
neighborhood of $900,000 more merchandise.
Emphasis is given to these factors because Montana 
has long sought new industry to stabilize and diver
sify the state’s economy, and we are still searching, 
though some notable progress has been made in re
cent years. It is my opinion that in this search in 
the years ahead we will have to increase our rate of 
industrial growth substantially over what we have 
had in the past if we are to make progress on an 
equal basis with the rest of the nation. My reasons 
for this view will be shown more fully in my later 
discussions on population and employment.
The point I wish to make at the present time is that 
industrial development potentials of large scale 
which we have in the state are to a large extent 
confined to resource-oriented industries ot the pri
mary group, similar to those we now have. This 
means that we are most likely to have more mines, 
electro-metallurgical plants, sawmills, food proces
sing installations, meat packing plants, oil refineries, 
hydroelectric and steam electric facilities, chemical 
industries, various types of wood product fabricating 
plants, pulp and paper operations, and possibly such 
things as small iron and steel operations.
Now let’s consider population. At the time of the 
1950 census, Montana, with a population of 591,024 
inhabitants, ranked 42nd among the states. At the 
same time, it had a population density of 4.1 persons 
per square mile. For the United States as a whole, 
population density in 1950 was 50.7 persons per 
square mile.
More important than these figures are those which 
tell us what happened before and after 1950. Going 
back to 1920 and tracing the decennial percentage 
changes, we find that in the decade from 1920 to 
1930 Montana was the only state to experience a 
population decrease. This amounted to a 2.1 per cent 
decline, as compared with a 16.3 per cent increase 
for the nation as a whole. There was an increase 
of 4.1 per cent from 1930 to 1940, against the national 
average of 7.2 per cent, and in the decade ending in 
1950 the state grew by 5.6 per cent while the nation 
was growing 14.5 per cent.
No official census has been made since 1950, but 
there are some estimates available, which can bring 
us up-to-date. As of July 1, 1956, the U. S. Bureau 
of the Census estimated that Montana’s population 
had increased to 638,000 for an 8.0 per cent gain over 
1950. This was still under the national gain during 
the same period, estimated at 10.9 per cent. Using the 
estimates of the State Board of Health, based on 
school census reports, however, a more favorable 
relationship is achieved. These figures show that as 
of the end of 1956, the state had grown to 675,000 
population, which amounts to a 14.2 per cent increase
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since 1950. If correct, Montana in recent years has 
increased its population at a faster rate than has the 
nation as a whole.
This, however, is not the complete story, for in 
the decade from 1940 to 1950 there was about a 
3 per cent decline in the number of persons in the 
age group between 15 and 64 years, which consti
tutes the labor force. Apparently, this situation is 
still occurring because from 1950 to 1953 the Census 
Bureau estimates a decline of 2.5 percent in the 
18 to 64 age group.
What lies ahead so far as population growth is 
concerned? Here we can only guess, but at least 
there are some guides for us to follow. A couple of 
years ago the National Association of Manufacturers 
estimated that Montana’s population in 1965 would 
be 693,000. Stanford Research Institute at about 
the same time estimated 680,000. Probably these are 
too low, for growth in recent years, as described 
previously, probably occurred at a faster rate than 
any estimates with which I am familiar. Let’s as
sume, therefore, that we want to continue to grow 
at about our rate since 1950. This amounts to about
14,000 per year. If realized, it would mean that our 
population in 1965 would be in the neighborhood of 
800,000, based on projections from the State Board 
of Health estimate of 675,000 population for 1956.
In the face of past instability in our population 
growth, and continued evidence of out-migration 
among our productive age groups, it would appear 
that Montana is going to have to do more in the way 
of using the state’s productive resources than it has 
done in the past, if this population goal is to be 
achieved. Leaving you with this thought for the 
time being, let’s turn to employment.
Many factors affect the size and growth of the 
labor force, but the predominant one is the number 
of job opportunities reflecting the state of eco
nomic health. Here are the highlights of the past 
so far as Montana is concerned. Bureau of Census 
figures show that our total labor force grew from 
214,200 in 1920 to 232,200 in 1950. This was a net gain 
of 18,000. During the period substantial declines 
occurred in employment in some of the basic in
dustries, the most significant being in agriculture 
which declined by approximately 30,000, from a 
peak of 85,000 in 1920 to 55,000 in 1950. Substantial
declines also occurred in mining, manufacturing, 
construction, transportation, communications, and 
utilities. Since there was a net gain in total em
ployment, these losses were more than offset by 
gains in other nonagricultural fields. These occurred 
principally in trade, finance, services, miscellaneous, 
and government. If losses in the period are added 
to the net gain actually experienced, it means that 
approximately 55,000 new job opportunities came 
into being during the 30-year period. On the aver
age, then, it was necessary to have in the neighbor
hood of 1,500 new jobs each year.
There are certain conclusions which can be drawn 
from the facts just related. First, new job oppor
tunities have to come from nonagricultural em
ployment because agriculture, in terms of employ
ment, is still a declining industry. Second, declines 
occur within the nonagricultural segment and these 
have to be replaced by new nonagricultural oppor
tunities. Third, we have not done too badly during 
past years because employment in trade, services, 
miscellaneous, and government has increased more 
than the total losses which occurred in agriculture 
and in some of the nonagricultural industries. This 
situation probably cannot be expected to continue 
at past levels, however, because growth in these lat
ter areas generally lags behind growth which occurs 
in basic income sources. It is my opinion that trades, 
services, etc., have pretty well overtaken the growth 
which has occurred in the basic industries. Con
tinued expansion of employment in nonagricultural 
activities is therefore probably more dependent on 
further expansion of the basic industries than it has 
been since the end of World War II.
Let’s look to the future, then. Total nonagricul
tural employment in the state in 1955 was in the 
neighborhood of 160,000. Projections of employment 
needs for the decade from 1955 to 1965, with which 
I am familiar, estimate that for the nation as a whole 
nonagricultural employment will have to increase 
from 25 per cent to 40 per cent. Using the low figure, 
this means that if Montana is to keep pace with the 
nation we will need to have 200,000 persons engaged 
in nonagricultural industries by 1965. This amounts 
to an increase of 4,000 jobs per year. Growth of this 
magnitude is a sizeable task in view of the fact that 
from 1920 to 1930 we added about 1,500 jobs per year; 
and in the relatively prosperous period from 1950 
to 1955 we added jobs at the rate of approximately
2,000 per year. Consequently, there is a formidable 
task before us if we are to replace job losses oc
curring with continued technological progress and if 
we are to reverse the out-migration which is occur
ring in the productive age groups, to say nothing of 
overcoming the sharp seasonal fluctuations in em
ployment with which Montana has long been plagued.
It should be remembered that this prospective em
ployment need is probably conservative. In making 
the estimate the low side of the 25-40 per cent 
projected increase in employment needs for the 
nation as a whole was used. Further evidence of 
conservatism is found if the state’s present labor 
force is compared with the present population. Av
erage employment figures for the current period in
dicate that over 37 per cent of the population is in 
the labor force.
Nonagr. Carload-
MONTANA BUSINESS INDEXES1 
(1947-1949=100)
Electric









Em pi. ings sumption Prod. Prod. Prod. Debits Sales Prices = 100)
1947 96.3 104.0 94.6 10U.6 86.3 96.5 89.9 94.8 1U2
1948 101.3 99.1 99.4 100.9 111.3 103.0 103.8 103.5 105
1949 102.4 97.0 106.0 98.4 102.4 100.6 106.3 101.7 93
1950 _____________ 103.8 103.8 112.5 95.0 128.3 89.3 117.4 104.1 100
1951 105.2 110.2 114.9 99.8 143.3 98.6 128.6 107.9 118 114.8
1952 _____________ 108.2 112.9 127.9 107.3 154.8 105.4 134.6 114.0 108 116.0
1953 _____________ 108.9 119.3 140.9 134.9 151.6 131.1 133.9 111.0 89 113.0
1954 _____________ 109.5 115.7 122.6 103.2 115.1 156.5 140.5 112.1 88 114.5
1955 113.1 125.7 169.6 141.7 129.6 172.6 153.8 118.8 85 107.7
1956 115.4, 136.8 223.4 168.4 135.8 239.3 166.0 126.3p 108.1
1956-
May 117.9 129.0 224.8 170.1 158.7 231.3 153.1 117.2 81 105.0
J u n e ________ 123.6 132.0 221.7 166.5 145.0 240.9 165.2 114.9 81 112.5
July ________ 124.1 147.2 213.0 155.5 130.2 248.2 167.8 117.8 82 113.9
A u gu st______ 125.4 151.5 221.5 167.1 123.4 236.9 165.0 137.9 82 108.0
September ___ 124.9 157.4 224.1 182.3 132.2 232.5 174.5 137.9 82 112.4
O c to b e r _____ 122.6 163.5 221.6 184.7 119.8 240.9 191.2 145.8 81 108.5
N ovem ber___ 118.6 155.1 227.5 176.6 121.9 264.3 182.0 154.4 82 111.5
December 116.7 128.1 225.9 158.4 123.3 275.9 175.5 216.7 81 108.4
1957—
January ___ 112.3 109.6 222.9 170.4 96.8 275.1 168.4 75.2 81 108.6
February _ 111.4 116.8 232.0 194.5 113.8 286.8 156.5 82.6 82 108.9
March _ .. 112.0 116.3 217.2 190.0 114.0 292.8 160.3 103.8 83 108.9
April „ ___ 115.1 120.5 227.5 161.2 r 132.6, 290.8 16o.5 123.9 85 106.7
May ________ 119.lr 129.3 224.5 147.3P 107.Ip 299.3 156.9 120.8 85 109.1
June 121.8P 
1See June issu e fo r  exp lan atory footn otes.
212.9 173.0 85 108.8
The next step then is an evaluation as to where 
approximately 4,000 jobs per year are to come from. 
This I tried to describe by implication in my discus
sion of the industrial character of the state. There 
it was my conclusion that the majority of new in
dustrial opportunities would have to be created as 
a result of further developments in basic resource- 
oriented industries.
Resource-oriented industries which we now have 
in Montana and those which we are most likely to 
have are relatively heavy users of water. That this 
is so can be substantiated in a couple of ways. Pres
ently, for example, it is estimated that the amount 
of water used industrially in the state is in excess 
of 5 billion gallons per day. This compares with 120 
billion gallons per day for the nation as a whole. 
Thus, over 4 per cent of the nation’s industrial use 
of water occurs in Montana, yet the percentage of 
the nation’s industrial activity, in terms of income 
and employment, which takes place in the state is 
substantially less. This is not especially difficult 
to understand when recognition is made of the 
fact that processing of raw materials typically re
quires large volumes of water, and there is a conse
quent low dollar value added per gallon used. For 
example, over 7,000 gallons of water are needed to 
make a barrel of gasoline; and between 20,000 and
40,000 gallons are required in the manufacture of a 
ton of pulp.
Despite the large volume now used, it would ap
pear, at least upon superficial examination, that 
Montana has plenty of water for further expansion 
and development of heavy water-using industries be
cause we estimate that there is an average of ap
proximately 36 billion gallons of water leaving the 
state each day. Furthermore, there would seem to 
be little cause for concern about adequate supplies 
for industry for a long time to come, because water 
used industrially, like that used for municipal pur
poses, is mostly non-consumptive. But is this abun
dance of water for industry in Montana the whole 
story?
Industries do not locate new plants on the basis 
of average water flows, but rather must base their 
needs for water on minimums. To give you a case 
in point, the Clark Fork River at one point had an 
average annual flow of 5,000 cubic feet per second 
for the 25-year period from 1930 through 1955. Yet 
the minimum flow of record was less than 400 cubic 
feet per second. Thus, for practical purposes, only 
a small proportion of the mean annual flow is avail
able for year round industrial use.
Qualitative aspects are also important. To illus
trate, industry uses water for processing, cooling, 
and effluent disposal purposes— uses which are for 
the most part non-consumptive. Use, even though 
non-consumptive, may limit the capacity of a stream 
to support productive endeavor to use of amounts 
substantially less than is indicated even by minimum 
flow figures. This is so because alteration of water 
which results from chemical change, introduction 
of solids, changes in temperature, or other causes 
may make it uneconomic, if not impossible, to use the 
water again for other purposes for great distances. 
Consequently, water quality is an important deter
minant of the amount of usable supply. In turn, 
the quantity available for dilution purposes has a 
bearing upon what happens to the quality. So it can 
be seen that quantity and quality are interdependent 
factors, and this gives further emphasis to the im
portance of minimum flow as a controlling factor 
in the amount of productive endeavor that any given 
location on a stream may be able to support.
This takes me back to the quantitative considera
tions. I wish I could say precisely where we are now 
in Montana so far as present use is concerned, and 
where we can go from here with what we have. 
Unfortunately, I cannot. But it can be said that a
comparison of the estimated present use for indus
trial purposes of over 5 billion gallons per day against 
the possibility that 36 billion gallons are leaving the 
state daily is not especially comforting when account 
is taken of the way in which minimum flows in 
combination with present and contemplated uses 
can restrict the amount of productive endeavor that 
a particular water course can support. This is par
ticularly apparent when recognition is made of the 
situation now existing on the Yellowstone at Billings 
and below, where our State Board of Health is en
deavoring, through cooperation with industry and 
municipalities, to eliminate and reduce sources of 
pollution. If this is not done, other things being 
equal, is there not some possibility that this area of 
the state is already near the point at which it will 
be difficult to either acquire or permit further devel
opment of resource industries requiring water avail
ability under economic conditions? Or take the 
case of the Clark Fork in the Missoula vicinity and 
below. How much further development can it sup
port, and how long will it be before the maximum 
possible under existing flow conditions is achieved?
These, and other questions which could be asked, 
give emphasis to the concept that water is a limiting 
factor to development, and that limit so far as spe
cific areas in the state are concerned may be ap
proaching faster than we think. To say it another 
way, such questions should alert us to a recognition 
of the reality that how Montana progresses in the 
future in our ability to provide employment op
portunities depends to a large extent upon water 
which we have and how we use it.
The importance of this recognition is best ex
pressed by looking to future demands for water. 
The U. S. Department of Commerce, Business and 
Defense Services Administration, estimates that for 
the nation as a whole total water use in 1975 will 
exceed that of 1955 by nearly 75 per cent. Over the 
same period, industrial use is expected to increase 
by 92 per cent. Consequently, if Montana’s growth 
follows the average for the nation, it will mean that 
at least 10 billion gallons per day will be used in
dustrially by 1975. But it is probable that demands 
could be greater since we are still a water surplus 
state, relatively speaking, and our towns along the 
major river systems should become increasingly at
tractive as locations for resource-oriented indus
tries requiring large amounts of water.
Where will these additional supplies come from? 
Some progress will undoubtedly be made by indus
tries, municipalities, and others in using water in 
the years ahead, in the way of reducing require
ments, eliminating and preventing stream pollu
tion, and water reclamation. Reliance on these 
methods alone, though, will likely fall far short of 
providing the additional supplies needed to meet the 
projected increases in demand. There must, there
fore, be aggressive action to increase absolute quan
tities by regularizing the flow of streams. By build
ing dams, then, there is the best insurance that water 
will not become a limiting factor to economic devel
opment in Montana. Regularizing stream flows can 
increase presently effective minimum flows many 
times, making more water available for use and for 
dilution purposes in effluent disposal, as well as
eliminating the large amounts now going to waste 
eacn year.
This does not mean that all upstream storage 
projects that are physically possible are necessarily 
economically feasible. This must be determined in 
each case by careful evaluation and comparison of 
the benefits to be derived and the loss and expense 
to be incurred in flooding a reservoir site. In the 
same way, every project that is economically feas
ible may not necessarily be timely, so some priority 
must be established on the basis of need. But be
cause of the stimulating effect that water develop
ment has on economic development and. the long 
periods of time it takes to increase the availability 
of water supplies, projects should be undertaken 
within a schedule of priority well in advance of 
demonstrated need. With such a broad approach, 
it is my opinion that Montana’s water resources can 
play an even more vital role in progress for people 
of the state than the advancements that have been 
achieved by upstream storage in the past. Water 
need not be a limiting factor to our economic devel
opment if we take the necessary steps to avoid it.* 1
JThis article is based upon a talk given by Mr. Roys before the 
Second Annual Water Resources Conference on the Montana State 
University campus June 28-29.
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VALUE OF CONSTRUCTION CONTRACTS. MONTANA, ELEVEN 
WESTERN STATES AND THE UNITED STATES,
FIRST SIX MONTHS, 1956 AND 1957 
(Thousands of Dollars)
June Total Six Months
% % 
1956 1957 Change 1956 1957 Change
Montana, Total ......  9,591 13,905 45 107,674 69,927 -35
Residential Building 4,881 5,057 4 24,356 23,362 - 4
Nonr esidential
B u i ld in g --------  3,623 3,236 -11 20,663 22,050 7
Heavy Engineering
Construction----  1,087 5,612 416 62,655 24,515 -61
11 Western States,1
Total ............._  620,693 819,335 32 3,400,568 3,765,674 11
United States, Total 2,947.483 3,243,486 10 16,193,228 16,958,005 5
1 Arizona, California, Colorado, Idaho, Montana, Nevada, New Mexico, 
Oregon, Utah, Washington and Wyoming.
Source: F. W. Dodge Corporation, in cooperation with the Bureau 
of Business and Economic Research, Montana State Univer
sity.
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INTERSTATE RAIL SHIPMENTS AND THE COST OF REMOTENESS
(AN ANALYSIS OF I.C.C. WAYBILL STATISTICS FOR MONTANA, IDAHO, AND WYOMING, 1953-1955) 
By William S. Peters, Associate Professor of Business Administration
This issue presents some findings related to Mon
tana based on a study of the Interstate Commerce 
Commission’s tabulations of interstate rail move
ments from a continuous sampling of freight way
bills. Movements of agricultural products and pro
ducts of natural resources from Montana to other 
states, and terminations for shipments of specific 
commodities, are analyzed. The pattern of freight 
movements for Montana is contrasted with those for 
two neighboring states, Idaho and Wyoming. Indi
cations of the transportation costs incurred by ship
pers in the several states to reach their respective 
markets are also offered. These findings represent 
what is hoped will be but a beginning in a continu
ously more intensive study of Montana’s balance of 
trade with the rest of the country.
The I.C.C. Continuous Waybill Sample
For most of the post-war period the I.C.C.’s Bureau 
of Transport Economics and Statistics has been pub
lishing tabulations from a continuous sample of car
load shipments of rail freight. The I.C.C. waybill 
sample essentially tabulates every hundredth way
bill issued by all U. S. Class I carriers; the latter are 
defined in this study as those railroads whose annual 
operating revenues exceed $1,000,000. The sampling 
provides about 300,000 waybills a year which reflect 
accurately the national pattern of carload move
ments.1 International movements are not included
^h e size of the sample coverage for a given state-to-state 
movement in a particular commodity may, of course, be 
quite small, and is itself a matter of chance. However, 
totals based on the sample data will usually be within a 
percentage range of the true value given by the square root 
of the reciprocal of the number of sample carloads reported 
in an given category. That is, the total tonnage estimated 
from a sample movement involving 100 cars stands a 67 per 
cent chance of being within 10 per cent of the correct ton
nage for all such movement. The use of relationships of the 
kind given in this report generally involves less possible
in the waybill sample; in the tables presented here, 
intrastate movements have been excluded.
In studying regional economies particular interest 
has centered on the state-to-state tabulations of traf
fic and revenue which show for individual commodi
ties, and for five major commodity groupings, the 
tonnages moving between each state and every other 
state. For each state-to-state movement the number 
of carloads2 in the waybill sample, the total revenue 
(charges to the shipper), total short-line ton miles,3 
and average short-line haul per ton are also given.
Destinations by Region for 
Three Mountain States
The waybill statistics provide an excellent basis 
for studying the connection of a state’s or a region’s 
economy with the “outside” world. A region fre
quently owes its economic existence more to the 
goods it exports than to those it produces for itself.4
A large portion of Montana’s exports move by rail. 
Of particular interest in the Mountain States is the 
division of our exports as between West Coast states
error than the use of estimated totals, but no general rule 
can be given. Because of the existence of sampling errors, 
the number of sample carloads in each movement will be 
shown in the tables. With few exceptions, characteristics 
are shown only for movements involving 50 or more sample 
carloads.
• The Commission defines a carload for statistical purposes as 
a shipment which weighs 10,000 pounds or more.
• In the waybill statistics short-line distances from origin to 
destination are used because these generally are the rate
making mileages. The short-line distance is the shortest 
route over which the shipment could move without trans
fer of lading. Actual average distances travelled per ton 
will slightly exceed the average short-line haul per ton. 
Since the concern here is with the cost consequences of 
distance the short-line average distances are more relevant.
4An important exception is Montana’s tourist industry, which 
“exports” services to non-residents. No goods are exported 
in the usual sense, but the balancing inward flow of money 
occurs as with other “exports.”
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and those lying to the east. To lend perspective, two 
neighbors, Idaho and Wyoming, are included in the 
first table showing the percentage distributions of 
outgoing shipments by regional destination.
The all commodity distributions are difficult to 
interpret because the three states have shipment 
patterns whose commodity mixtures differ. But 
they convey the general impression that Idaho's 
strongest economic links are with the West Coast, 
Wyoming's with other Mountain States and east
ward, and Montana's both east and west with east
ward shipments bulking largest in the aggregate. 
This pattern is carried forward in the agricultural 
group except that Wyoming now appears as pre
dominantly an eastward shipper. (Wyoming’s inter
mountain ties occur primarily because of shipments 
of mine products.) In wheat, Idaho’s shipments are 
almost exclusively to the Far West and other Moun
tain States, Wyoming’s shipments are dominantly 
eastward, and Montana's shipments are split between 
westward and eastward movements, but with greater 
emphasis upon the latter. In animal products we 
again find Idaho strongly oriented to the west, 
Wyoming to the east, and Montana’s markets rather 
evenly split eastward and westward. This tendency 
is repeated specifically in cattle and calves, though 
such shipments comprise a smaller portion of animal 
products shipments in Wyoming and Idaho than they 
do in Montana. Forest products from Montana move 
predominantly to the east, while Idaho serves mar
kets both to the east and west. Montana’s shipments 
in both lumber and pulpwood move east, while 
Idaho’s pattern differs, with lumber moving east (or 
more accurately having a nation-wide pattern of 
destinations) and pulpwood moving predominantly 
to the Far West (all of that category comprising des
tinations in one state— Washington). Finally, in pro
ducts of mines Montana’s dual orientation is again 
evident, while Idaho, in addition to serving neigh
boring Mountain States, has its more important ship
ments to the West.6 Wyoming shipments have far 
western and eastern destinations but those in other 
Mountain States rank first in importance. In Table 
3 it is clear that Montana is an important destination 
for shipments of mine products, especially phosphate 
rock, from both neighboring states.
Cost of Reaching Markets Wherever Located
Distance and related transportation costs repre
sent barriers to market penetration. Producers more 
remote from their markets will generally receive 
lower returns net of transport costs than those more 
favorably located. Table 2 affords an indication of 
Montana’s position in this respect compared with her 
two neighbors. This table shows the average short
line distance per ton for all outgoing shipments as 
well as average freight revenue per ton. The aver
age freight revenue is a reasonable indication of the 
average cost per ton required in the several states 
to reach their respective and historic (1953-55) mar
kets. This is not, of course, a comparison of costs 
involved in reaching identical markets since the 
shipment patterns from the several states are quite 
different. The cost differences among states evident 
in Table 2 reflect (a) different product mixtures of 
outgoing shipments, (b) different markets, and (c) 
different transport costs of reaching common mar
kets. For instance the lower charges per ton for all 
commodities combined in Wyoming is partly a con
sequence of a heavier concentration of shipments in 
products of mines, which characteristically have 
lower transportation charges per ton. The bases of 
cost differences are less likely to confuse the com
parisons in a particular commodity group such as 
animal products, and is a still smaller problem in any 
given commodity class such as cattle and calves.
Montana’s position compared with neighboring 
states is most clearly seen in the particular commodi
ties. Our average outgoing haul in wheat is consider
ably longer with a consequent cost disadvantage. Yet, 
and this is quite common, the cost disadvantage is 
not nearly proportional to the distance differential. 
In cattle and calves Montana’s relative disadvantage 
is more moderate, though in the case of pulpwood it 
is considerable. In lumber Idaho is the more remote 
shipper with average costs somewhat higher than 
Montana’s.
Leading Individual States of Destination
A closer view of principal markets for tri-state 
exports is given in Table 3, which shows the percen
tages of interstate tonnage terminating in the three 
leading states for each commodity class. For ex-
• Products of mines consist of ores and concentrates. Min
eral products which are the result of processing are classed 
as manufactured products, whose shipments are not shown 
here.
TABLE 1
I.C.C. WAYBILL SAMPLE OF INTERSTATE SHIPMENTS FROM THREE 
MOUNTAIN STATES, 1953-1955: PERCENTAGE DISTRIBUTION OF 
CARLOAD TONNAGES SHIPPED ACCORDING TO REGION OF DESTINATION"
Commodity Carloads 





ting State Sample Mountain West Central Central South Atlantic east
All Commodities
Montana 4686 8.5 26.1 40.8 20.5 0.9 0.7 2.5
Idaho ____________ 4717 15.7 35.3 13.4 16.9 7.3 2.9 8.5
W yom ing_________ 3130 35.4 16.2 29.7 11.8 5.6 0.4 0.9
Products of Agriculture
Montana 1473 2.4 35.1 41.7 19.2 1.0 U.6
Idaho ... ........... 2252 19.3 38.1 9.6 12.2 11.0 4.3 5.5
Wyoming ___  . „ 124 15.2 3.1 67.1 7.2 5.4 — 2.0
Animal Products
Montana ....... 875 8.3 33.7 38.3 15.9 0.9  — 2.9
Idaho .......... 376 14.3 61.8 11.2 3.7 0.5 — 8.5
Wyoming _________ 444 15.2 11.4 51.6 12.9 0.9 0.8 7.2
Products of Forests
Montana _________ 710 19.9 5.4 37.4 29.5 2.3 2.4 3.1
Idaho 1367 5.2 28.3 21.2 24.9 4.4 2.0 14.0
Wyoming* 
Products of Mines
Montana ...  .... 776 14.3 23.1 43.9 14.8 0.2 1.5 2.2
Idaho ____________ 156 48.3 46.0 1.8 2.0 1.9 — —
Wyoming ...... 1990 38.0 18.3 26.1 10.1 6.4 0.5 0.6
Wheat
Montana ... . ... 1187 2.5 30.7 45.3 20.4 1.1 — —
Idaho ____________ 413 43.4 54.8 1.8 — — .— —
Wyoming ........... 54 7.8 — 88.3 3.9 — — -
Cattle and Calves
Montana ...... 718 8.5 36.9 37.5 16.4 0.4 — 0.3
Idaho ............ 180 15.3 79.4 2.3 3.0 — — —
Wyoming .. ..... . 282 14.2 13.2 55.2 16.0 1.4 — —
Lumber, Shingles, Lath
Montana _________ 458 4.2 1.4 60.1 21.8 3.0 4.1 5.4
Idaho 1038 5.6 6.4 26.6 33.3 6.1 2.8 19.2
Wyoming*
Pulpwood
Montana _________ 80 — 7.6 — 92.4 — — —




Idaho ____________ 52 43.2 49.4 3.5 1.9 2.0 —
Wyoming ........ 85 47.9 34.3 14.3 2.0 1.5 — —
"See Table 5 for states comprising the several regions.
• Less than .05 per cent.
• Distribution not shown because waybill sample comprises less than 50 carloads.
TABLE 2
I.C.C. WAYBILL SAMPLE OF INTERSTATE SHIPMENTS FROM THREE 
MOUNTAIN STATES, 1953-1955: DISTANCE AND COST 




Products of Agriculture „ .2... 
Animal Products . . .  
Products of Forests _______
Montana
920








544Products of Mines 846
Wheat .......  ................. 807 410
C a t t le  and Calves _ 1,027 847
Lumber, Shingles, Lath 1,445 1,790
500Pulpwood ..... 1,225
"Number of carloads in sample less than 50.
(Miles) Charges per Ton
Wyoming Montana Idaho Wyoming
679 $13.32 $16.05 $ 7.90
645 13.58 15.61 10.79
832 23.16 22.35 20.26i 14.53 16.79 i
669 7.80 6.29 6.49
530 13.48 9.66 9.63
750 22.31 20.18 18.02i 20.47 21.65 ii 7.14 3.88 a
TABLE 3
I.C.C. WAYBILL SAMPLE OF INTERSTATE SHIPMENTS FROM THREE 
MOUNTAIN STATES, 1953-1955: PER CENT OF INTERSTATE CARLOAD 
TONNAGES SHIPPED TO THREE LEADING STATES OF DESTINATION
Commodity 
and Origina- Leading Per Second Per Third Per
Three Lead
ing States
ting State State cent State cent State cent Per cent
All Commodities
Montana_____________________ Minnesota 28.6 Washington 16.9 Wisconsin 12.9 58.4
Idaho __ Washington 17.4 Utah 10.2 Oregon 9.9 37.5
Wyoming ___ Colorado 21.8 Washington 10.6 Nebraska 10.4 42.8
Products of Agriculture
Montana...............  . Minnesota 33.8 Washington 22.1 Wisconsin 17.8 73.7
Idaho ....... Oregon 16.9 Utah 16.0 Washington 14.4 47.3
Wyoming ............ Nebraska 27.9 Kansas 24.6 Missouri 8.6 61.1
Animal' Products
Montana_____________________ California 21.8 Iowa 14.7 Illinois 12.3 48.8
Idaho................. California 46.3 Washington 8.0 Oregon 7.4 61.7
Wyoming .............. . .. Nebraska 33.4 Iowa 12.2 Colorado 10.9 56.5
Products of Forests
Montana Minnesota 23.9 Wisconsin 18.** Idaho 16.1 58.4
Idaho ____ Washington 26.7 Minnesota 10.4* Illinois 8.6 45.7
Wyoming1_______ _ ___ ______ _
Products of Mines
Montana................ Minnesota 33.6 Washington 18.4 Wyoming 9.6 61.6
Idaho — :............... Montana 28.9 Washington 18.5 California 17.9 65.3
Wyoming Colorado 22.4 Washington 13.2 Nebraska 9.2 44.8
Wheat
Montana ...............  ~ ~ Minnesota 37.5 Wisconsin 19.8 Washington 18.1 75.4
Idaho .. ........................... Utah 39.2 Washington 29.3 Oregon 19.2 87.7
W yom ing------------ ------- Kansas 39.7 Nebraska 30.8 Missouri 9.5 80.0
Cattle and Calves 
Montana ~ ........ .............. California 24.7 Iowa 16.0 Illinois 13.0 53.7
Idaho - . California 62.0 Washington 9.4 Oregon 8.1 79.5
Wyoming ............. — Nebraska 35.7 Iowa 15.4 IUinois 13.1 64.2
Lumber. Shingles. Lath .
Montana...... ......... Minnesota 40.4 Illinois 8.3 Missouri 7.0 55.7
Idaho .... Minnesota 12.1 Illinois 12.0 New York 7.1 31.2
Wyoming1
jruipwooa
Montana Wisconsin 92.4 Washington 6.8 Oregon 0.8 100.0




THaho ____ California 40.1 Montana 36.2 Washington 7.8 84.1
W yom ing..............  — Utah 21.5 Montana 21.4 California 16.8 59.7
distribution not shown because waybill sample comprises less than 50 carloads.
ample, this table indicates that while the eastward 
movement of cattle and calves from Montana pre
dominates, the most important single state of desti
nation is California. Considered as an individual 
market, California may be Montana’s primary outlet 
for this product group. The proportion of tonnages 
terminating in the three leading states when com
bined gives some indication of the geographic diver
sity of export markets. The widespread character of 
markets for lumber (especially Idaho’s) in compari
son to the concentration of pulp wood terminations 
is evident. The large proportion of wheat shipments 
moving through principal terminal markets com
pared with a more decentralized pattern of move
ment in cattle and calves is also noticeable. A partial 
exception to this last observation is the 62 per cent of 
Idaho’s outbound tonnage in cattle and calves that 
terminated in California!
From Table 3 principal competing movements can 
be identified. These are the situations in each com
modity group or class in which Montana and either 
Idaho or Wyoming had one of its three leading states 
of destination in common. For instance, Washington 
was the third leading state in receipt of Montana 
wheat, and the second leading state of destination 
for Idaho wheat. Thus the Washington market for 
wheat is of major importance to both states. To the 
extent that Idaho’s wheat is a substitute for Mon
tana’s, the two states compete in that market.
Cost of Competing Movements to Markets
In Table 4 information is given on the costs of 
reaching common markets. In wheat Montana’s 
principal competing movement was with Idaho ship
ments into Washington. The average cost for the
longer shipments from Montana was $13.23 com
pared with $9.44 from Idaho. Montana’s remoteness 
places her at a disadvantage in all three competing 
movements in cattle and calves, the smallest differ
ence being in the comparison of Montana’s with 
Wyoming’s shipments to Iowa. In the competing 
movements of lumber, Idaho is the more remote ship
per, with her average cost to Minnesota somewhat 
higher and costs to Illinois very slightly higher.
Has Montana9s Market Orientation Changed?
A partial answer to this question can be gained 
by comparing Montana’s interstate destinations for 
1953-1955 with earlier years. 1948 has been selected 
as an early post-war year, and an I.C.C. tabulation 
based on a different method of sampling freight traf
fic was used for 1939. The percentage breakdowns 
of out-of-state tonnages for three major Montana 
exports in the several periods are shown in Table 5. 
Differences between pre-war and post-war patterns 
are clearest in cattle and calves with the Far West 
increasing in importance to Montana shippers at the 
expense of the historically traditional markets to 
the east. In lumber the already predominant ship
ments to the West North Central states have in
creased seemingly at the expense of Northeastern 
destinations. In wheat the gain in stature of West 
Coast markets in the decade of the ’40’s is again 
evident, though there is some question whether the 
shift has persisted unabated into the 1950’s.
These changes combined with the more detailed 
data already examined on Montana’s present position 
lend substantial support to one over-all generaliza
tion. This is that for a number of vital export mar-
TABLE 4
I.C.C. WAYBILL SAMPLE OF INTERSTATE SHIPMENTS 
FROM THREE MOUNTAIN STATES, 1953-1955: 
DISTANCE AND COST CHARACTERISTICS 
OF COMPETING SHIPMENTS BY STATES
Commodity and Carloads in
Average
Distance Average Char
Origin-Destination Sample (Miles) per Ton
All Commodities
Mont.-Wash........ 672 664 $10.67
Idaho-Wash. ...... 601 309 6.05
Wyo.-Wash........  259 826 6.97
Products of Agriculture
Mont.-Wash. _____ 319 723 13.09
Idaho-Wash. _____ 191 410 9.11
Animal Products
Mont.-Calif....... -  194 1366 28.80
Idaho-Calif........ 176 949 20.96
Mont.-Iowa 137 995 20.44
Wyo.-Iowa _______ 54 822 18.42
Products of Forests
Mont.-Minn .... 186 1190 17.30
Idaho-Minn. . . 156 1445 19.23
Products of Mines
Mont.-Wash. _____ 112 681 4.98
Wyo.-Wash. ______ 231 827 6.36
Wheat
Mont.-Wash. _____ 217 692 13.23
Idaho-Wash........  124 439 9.44
Cattle and Calves
Mont.-Calif........ 179 1357 28.35
Idaho-Calif._____112 933 21.85
Mont.-Iowa ______ 121 989 20.40
Wyo.-Iowa _______ 43 798 18.02
Mont.-Illinois ____ 99 1311 25.10
Wyo.-Illinois_____36 1045 21.08
Lumber, Shingles, Lath
Mont.-Minn........  180 1190 17.30
Idaho-Minn._____ 129 1447 19.05
Mont.-Illinois____ 39 1554 23.19
Idaho-Illinois ___  125 1834 23.45
kets Montana now looks both east and west, and 
that among the northern tier of Mountain States this 
position is in many respects unique.
TABLE 5
PERCENTAGE DISTRIBUTIONS OF INTERSTATE TONNAGES SHIPPED 
FROM MONTANA BY REGION OF DESTINATION IN THREE SEPARATE 




Lumber, Shingles, Lath 
1939 1948 1953-55 1939
Wheat
1948 1953-55
Other Mountain __ . 2.4 8.7 8.5 8.9 11.9 4.2 1.9 6.4 2.5
Far West ....... . 6.1 32.1 36.9 — — 1.4 16.4 33.9 30.7
West & North
Central ........ . 54.7 41.0 37.5 41.3 64.8 60.1 57.0 39.2 45.3
East & North 
Central ...... 36.4 17.7 16.4 23.3 15.1 21.8 24.6 20.5 20.4
South — — — 0.4 1.4 — 3.0 — — 1.1
Mid-Atlantic---- — — — 1.1 — 4.1 0.1 — —
Northeast-------- . 0.4 0.5 0.3 24.0 8.2 5.4 — — —
Total ............ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Regions are as follows:
Mountain: Montana, Idaho, Wyoming, Colorado, New Mexico, Arizona, Utah, Nevada 
Far West: Washington, Oregon, California
West North Central: Minnesota, Iowa, Missouri, North Dakota, South Dakota, Nebraska, Kansas 
East North Central: Ohio, Indiana, Illinois, Michigan, Wisconsin
South: Kentucky, Tennessee, Alabama, Mississippi, Arkansas, Louisiana, Oklahoma, Texas
Mid-Atlantic: Delaware, Maryland, D. C., Virginia, West Virginia, North Carolina, South Carolina, Georgia, Florida 
Northeast: Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut, New York, New Jersey, 
Pennsylvania
Nonagr.Empl.i Carload-
1947 ____ ings296.3 104.01948 ____ 101.3 99.11949 __________ 102.4 97.0
1950 __________ 103.8 103.81951 105.2 110.21952 108.2 112.9
1953 108.9 119.31954 ... . 109.5 115.71955 ___ 113.1 125.7
1956 __ ;______ 115.4 136.81956—
June 123.6 132.0J u ly ________ 124.1 147.2
August ______ 125.4 151.5
September ___ 124.9 157.4






March _____ 112.0 116.3
April _______ 115.1 120.5
May ........ 119.1 129.3
J u n e ________ 123.4,
J u l y _____ __ 124.7P
MONTANA BUSINESS INDEXES 
(1947-1949=100)
Electric
Power Con Copper Zinc Crude Oilsumption3 Prod.* Prod.4 Prod.6
94.6 100.6 86.3 96.5
99.4 100.9 111.3 103.0
106.0 98.4 102.4 100.6
112.5 95.0 128.3 89.3
114.9 99.8 143.3 98.6
127.9 107.3 154.8 105.4
140.9 134.9 151.6 131.1
122.6 103.2 115.1 156.5
169.6 141.7 129.6 172.6
223.4 168.4 135.8 239.3
221.7 166.5 145.0 240.9
213.0 155.5 130.2 248.2
221.5 167.1 123.4 236.9
224.1 182.3 132.2 232.5
221.6 184.7 119.8 240.9
227.5 176.6 121.9 264.3
225.9 158.4 123.3 275.9
222.9 170.4 96.8 275.1
232.0 194.5 113.8 286.8
217.2 190.0 114.0 292.8
227.5 161.2 132.6 290.8
224.5 147.3 107.1 299.3
212.9 155.0 78.5 301.7
156.1P 74.5P
R etail





128.6 107.9 118 114.8
134.6 114.0 108 116.0
133.9 111.0 89 113.0
140.5 112.1 88 114.5
153.8 118.8 85 107.7
166.0 126.3, 108.1
165.2 114.9 81 112.5
167.8 117.8 82 113.9
165.0 137.9 82 108.0
174.5 137.9 82 112.4
191.2 145.8 81 108.5
182.0 154.4 82 111.5
175.5 216.7 81 108.4
168.4 75.2 81 108.6
156.5 82.6 82 108.9
160.3 103.8 83 108.9
168.5 123.9 85 106.7
156.9 120.8 85 109.1
173.0 118.2 85 108.8
171.0 116.6 86 112.2
r— revised p— preliminary
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- and Dart
time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the month.
2C° mputed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings of freight 
loaded at Montana points. Daily average.
Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company Pacific Power and 
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial users 
for consumption within Montana, reduced to hourly average kilowatt hours per month.
Computed from reports of U. S. Bureau of Mines. Daily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
6Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana communities. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department and gen
eral stores in Montana. Daily average.
8Prices received by Montana farmers and ranchers for all farm products. U. S. Department of Agriculture, Agricultural 
Marketing Service.
9Computed from reports of the Montana Department of Labor and Industry.
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Montana’s Changing Income Pattern
By M A X IN E  C. JOHNSON , R esea rch  A ssoc ia te
The total personal income of Montanans in 
1956 amounted to $1,188 million, according to 
estimates recently released by the U.S. De
partment of Commerce, Office of Business 
Economics.
The 1956 income estimates are part of the 
revised series of state income estimates com
pleted by the Office of Business Economics 
last year.1 The series incorporates improved 
estimating techniques and additional data 
sources, providing considerably more detailed 
information as to sources of income than had 
previously been available. The result is an 
important contribution to the understanding 
of changing economic patterns within the 
various states. In the case of Montana, the 
data reveal substantial shifts in sources of 
income since the end of World War II. At the 
same time, the growth in total income in re
cent years, while substantial, has been less 
favorable than in some other areas.
Growth in total state income 
fails to keep pace 
The $1,188 million of total personal income 
in 1956 was the highest dollar amount ever 
recorded by the state. It represents an in
crease of 13 percent over 1951 and a gain of 81 
percent over the first postwar year, 1946. The
'P ersona l In com e  by  S ta tes S in ce  1929, A Supple
ment to the Survey of Current Business. The 1956 
estimates appear in the August 1957 issue of the 
Survey of Current Business.
latter is an impressive growth; yet it is less 
than that which has occurred both at the 
national level (84 percent) and in the five 
northern Rocky Mountain States combined 
(Idaho, Wyoming, Colorado, Utah, and Mon
tana), where the increase amounted to 91 
percent. As indicated by Chart 1, total in
come in Montana increased rapidly from 1946 
to 1951 (except in 1949), exceeding the rate of 
growth both in the United States and in the 
five Mountain States. Since 1951, it has 
failed to keep pace with either area.
P ercen t In crea se  In  T ota l In com e,
1946-56 and 1951-56
1946-56 1951-56
Montana ....... .... 81 13
5 Mountain States . 91 23
United States ____  84 28
On a per capita income basis (a comparison 
which accounts for varying changes in popu
lation), Montana has also recorded smaller 
increases than have the five Mountain States 
and the United States, both since 1946 and 
1951:
P ercen t In crea se  In  P er C ap ita  In com e, 
1946-56 and 1951-56
1946-56 1951-56
Montana ...   46 5
5 Mountain States .48 8
United States ......  55 18
Despite smaller postwar gains, Montana’s 
1956 per capita income ($1,862) was well 
above that for the five states combined ($1,- 
774); however, it was considerably below the
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national figure ($1,940). (During the early
postwar years, Montana’s per capita income
exceeded the national, falling behind for the
first time in 1953.) Among its neighboring
Mountain States, Montana was exceeded by%/
Wyoming and equalled by Colorado:
1956 Per Capita Income
Wyoming____________________ $1,875
Colorado _____________   1,863
Montana ____________________1,862
U tah_________________________ 1,633
Id a h o________________________ 1,587
Among the 48 states, Montana ranked 21st 
in 1956, with its per capita income generally 
higher than that of the Great Plains and 
Southern States, but lower than that of the 
Eastern, Great Lakes, and Pacific Coast 
States.
A realistic appraisal of income changes, of 
course, requires recognition of the post-World 
War II rise in price levels which has cut 
sharply into the purchasing power of the dol
lar. A rough measure of “rear’ income in
constant dollars can be obtained by deflating 
income by the national Consumer Price In
dex, popularly called the “Cost-of-Living In
dex” (1947-1949=100). This results in a dras
tically changed income picture, as evidenced 
in Tables 1 and 2. According to the data in 
Table 1, total “real” income in Montana was 
relatively stable from 1951 through 1954 with 
no substantial increase occurring until 1955. 
Per capita “real” income, shown in Table 2, 
actually declined from 1951 through 1954, and 
in 1956 was only 1 percent above 1951 and 5 
percent higher than in 1946. Gains for the 
five Mountain States and the United States 
were considerably greater.2 *
2It should be emphasized that the “real” income 
figures in Tables 1 and 2 are approximations. Be
cause the Consumer Price Index is available only 
for the nation as a whole, it is necessary to assume 
that the same changes in price levels have occurred 
in Montana and the Mountain States. This, of 
course, is not necessarily so, although the patterns 
undoubtedly have been similar.
CHART 1
Index
GROWTH OF TOTAL PERSONAL INCOME IN MONTANA, 
FIVE MOUNTAIN STATES, AND THE UNITED STATES, 1946-1956








1948 1949 1950 1951 1952 1953 1954 1955 1956
Source: U. S. Department of Commerce, Office of Business Economics.
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The influence of agricultural income
Thus Montana’s current position in the in
come picture, while not unfavorable, is be
coming less advantageous in comparison with 
early postwar years with its rate of increase 
lagging behind that of other areas. The ex
planation lies largely in the decline of agri
cultural income since 1951.
Chart 2 illustrates the extent of the recent 
decline in agricultural income3 in Montana
’Farm proprietors’ income plus wages and salaries 
paid to farm workers.
TABLE 1
PERSONAL INCOME IN MONTANA, IN 
CURRENT AND IN 1947-1949 DOLLARS, 1946 
AND 1951-1956
Current Dollars 1947-49 Dollars’
(Millions) (Millions)
Year Total Nonfarm Farm Total Nonfarm Farm
1956 1,188 998 190 1,023 859 164
1955 1,141 919 222 996 802 194
1954 1,064 862 202 927 751 176
1953 .... 1,093 854 239 955 746 209
1952 1,066 843 223 939 743 196
1951 .... 1,050 760 290 946 685 261
1946 .... 657 467 190 788 560 228
% Change:
1946-56 81 114 0 30 53 -28
1951-56 13 31 -34 8 25 -37
TABLE 2
PER CAPITA INCOME IN MONTANA, FIVE 
MOUNTAIN STATES, AND THE UNITED 
STATES, IN CURRENT AND IN 1947-1949 
DOLLARS, 1946 AND 1951-1956











States1956 1,862 1,774 1,940 1,603 1,528 1,670
1955 1,814 1,691 1,846 1,584 1,476 1,612
1954 1,719 1,633 1,767 1,497 1,422 1,539
1953 1,786 1,672 1,788 1,561 1,461 1,563
1952 1,780 1,703 1,727 1,568 1,500 1,521
1951 1,768 1,647 1,649 1,593 1,484 1,486
1946 1,278 1,195 1,249 1,532 1,433 1,498
% Change: 
1946-56 46 48 55 5 7 11
1951-•56 5 8 18 1 3 12
’As measured by the national Consumer Price In
dex.
Source: U. S. Department of Commerce, Office of 
Business Economics.
as well as its effect on total income and the 
volatility of farm income in the state. Agri
cultural income rose rapidly to abnormally 
high levels immediately after the war, from 
$190 million in 1946 to a peak of $290 million 
in 1951. (The sharp drop in 1949 was the re
sult of a poor wheat crop.) It is interesting to 
note that the years 1946 through 1952, the 
most prosperous period in Montana agricul
ture, are the only years since 1929, with the 
single exception of 1943, when per capita in
come in Montana exceeded national per capita 
income.
Since 1951, agricultural income has fallen 
34 percent, back to the 1946 level of $190 mil
lion.4 This is a substantially greater decline 
than occurred nationally, although somewhat 
less severe than in the five Mountain States. 
Using 1946 as a basis for comparison, Mon
tana’s 1956 farm income appears in a more 
favorable position:
Percent Change In Farm Inc 





5 Mountain States .. . -19 -39
United States _ - -13 -24
The decline in farm income in Montana is 
particularly significant because of its impor
tance in the state. In the immediate postwar
4In constant (1947-1949) dollars, farm income was 
28 percent lower in 1956 than in 1946. (Table 1.)
TABLE 3
FARM AND NONFARM INCOME IN MONTANA, 
1946, 1951, AND 1956
Incom e Source M illions of Dollars Percent of Total1956 1951 1946 1956 1951 1946
Total ....... 1,188 1,050 657 100 100 100
Farm ____ 190 290 190 16 28 29
Nonfarm1 
Private non-
998 760 467 84 72 71
farm income 790 
Govt, income 
disburse-
360 66 — 55
m en ts__ 208 - 107 18 16
Federal .. 
State and
124 - 72 10 - 11
local __ 84 - 35 7 5
‘Breakdown not available for 1951.




TOTAL, NONAGRICULTURAL, AND AGRICULTURAL 
INCOME IN MONTANA, 1946-1956




Source: U. S. Department of Commerce, Office of Business Economics.
years, it commonly accounted for from 27-30 
percent of total income, whereas in the 
United States agriculture’s proportion of the 
total ran from 7 to 9 percent and in the five 
Mountain States from 15 to 22 percent. With 
the drop in farm income, agriculture’s pro
portion of total Montana income has fallen 
substantially, to 19 percent in 1954 and 1955 
and 16 percent in 1956. (Table 3.)
The growth in nonagricultural income 
Nonagricultural income, on the other hand, 
has shown a steady growth since 1946, and 
has been surprisingly successful in offsetting 
the decline in farm income. Although a slow
ing up occurred from 1952 through 1954, the 
rate of increase in nonfarm income acceler
ated during 1955 and 1956. (Table 1.) If it is
assumed that agricultural income is not 
likely to regain its immediate postwar posi
tion, the record and growth prospects in the 
nonagricultural sector of the state’s economy 
assume special significance.
The post-World War II growth in nonfarm 
income in Montana has been impressive. In 
the aggregate, it increased 114 percent be
tween 1946 and 1956. Private nonfarm in
come, excluding government income dis
bursements, was 119 percent greater in 1956. 
These gains are well above those for the 
nation as a whole over the same period, al
though slightly below the combined growth 
in the five Mountain States. Since 1951, 
Montana’s total nonfarm income has increased 
in about the same proportion as the national, 
but again has lagged behind the five Moun
tain States:
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Total nonfarm __ .. 114 118 95
Private nonfarm 119 124 98
Govt, income dis 
bursements ...... 94 102 79
1951-1956:
Total nonfarm5 ... - 31 36 32
It is interesting to note that government 
income disbursements have increased con
siderably more in Montana and its neighbor
ing Mountain States than in the United States 
as a whole. (In 1956, government in
come disbursements accounted for 16.5 per
cent of total national income, 17.5 percent of 
income in Montana, and 21 percent in the 
Mountain States.) It is chiefly the private 
nonfarm sector, however, to which Montana 
must look for new income generation.
A breakdown by source (wages and salar
ies, proprietors’ income, etc.) sheds further 
light upon the income situation in the state, 
particularly in the nonagricultural segment.
breakdown not available.
(Table 4.) Wages and salaries have come to 
constitute by far the most important income 
source (approximately 60 percent of the 
total in 1956, as opposed to less than one-half 
in 1946). With the exception of “other labor 
income”, which is of only minor significance, 
the wages and salaries component is the fast
est-growing of the major income sources, 
with an increase of 121 percent from 1946 to 
1956 and 33 percent from 1951 to 1956. Non
farm wages gained 136 and 36 percent over the 
same periods, while farm wages fell 12 per
cent below 1946 and 19 percent below 1951. 
Property income, consisting of rents, divi
dends, and interest, has also increased sub
stantially, 108 percent over the 11-year period 
since 1946 and 22 percent since 1951. Trans
fer payments, chiefly state and federal pen
sions and relief payments, have expanded 68 
percent and 41 percent respectively. The 
smallest gain has occurred in proprietors’ 
income. Influenced by farm profits, total 
proprietors’ income showed a gain of only 19 
percent over 1946 and recorded a decline of 
23 percent from the 1951 peak. Nonfarm 
proprietors’ income (from unincorporated
TABLE 4




Wages and salaries ..








Less: personal contributions for 
social insurance5 ________
(millions of dollars)
1956 1955 1954 1953 1952 1951 1950 1946
Percen t Change 
1946-56 1951-561,188 1,141 1,064 1,093 1,066 1,050 957 657 81 13715 654 605 604 590 539 479 323 121 3329 30 32 32 35 36 33 33 -12 -19686 624 573 572 555 503 446 290 136 3623 21 18 16 15 13 11 5 360 77278 305 286 322 302 361 329 233 19 -23161 192 170 207 188 254 228 157 2 -37118 113 116 115 115 107 101 76 55 10125 117 113 108 110 102 95 60 108 2269 65 59 57 64 49 54 41 68 41
22 20 17 15 15 13 12 6
'Consists of employer contributions under private pension, health and welfare, and group insurance plans- 
compensation for injuries; pay of military reservists; directors’ fees and several other minor items.
Income from  farms, unincorporated businesses, and professional services.
‘R ental income, dividends, and personal interest income.
‘Consists of benefits disbursed from federally administered social insurance funds, veterans’ pensions and 
benefits paid out by the federal government, direct state relief payments and state veterans’ bonuses, 
terns payments by mdlviduals to old-age and survivors insurance and public employee retirement sys-
Source: U. S. Department of Commerce, Office of Business Economics.
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TABLE 5




Industry Group 1956 1955 1954 1953 1952 1951 1946
rciwcu1956 .1/VI A (M411946
Total wages & salaries_________________ 715 654 605 604 590 539 323 100 100
Farm ___  — .............. -...........-..... 29 30 32 32 35 36 33 4 10
Nonfarm ...... .......  ....-............... 686 624 573 572 555 503 290 96 90
Mining ..... .............. -... -...— ..... 67 59 48 55 52 44 26 9 8
Bituminous & other soft coal mining 2 2 2 2 2 3 4 i 1
Crude petroleum & natural g a s ---- 15 13 11 11 9 5 4 2 1
Mining & quarrying, exc. fu e l... ... 51 44 35 42 40 36 18 7 6
Contract construction--------------- 54 47 46 40 46 45 14 8 4
Manufacturing ............  -..... -.... 101 91 76 77 72 65 38 14 12
Wholesale and retail trade ............ 140 130 121 120 115 112 63 20 20
Finance, insurance & real estate ...... 21 19 17 16 14 13 7 3 2
Banking & other finance — ..... .... 10 9 8 8 7 6 4 1 1
Insurance & real estate ............... 11 10 9 8 7 6 3 2 1
Transportation ................ — .... 83 77 74 79 77 72 50 12 16
Railroads ............................... 63 60 59 62 62 58 42 9 13
Highway freight & warehousing — 11 10 9 9 8 7 3 2 1
Other transportation ---------— ... 9 8 7 7 7 7 4 1 1
Communications & public utilities .... 26 23 22 21 22 17 10 4 3
Tel. & tel. & other communications — 13 12 10 10 12 7 4 2 1
Electric, gas & other utilities...... 13 11 11 11 10 10 6 2 2
Services ....  . ........-... -.......... 62 56 51 50 48 44 24 9 7
Hotels & other lodging places ....... 7 7 6 6 6 6 3 1 1
Personal services & private homes . 13 11 10 11 10 10 7 2 2
Business & repair services.. ....... — 5 4 4 4 3 3 2 1 1
Amusement & recreation ............ 3 3 3 3 3 3 2 i 1
Prof., social & related services.... — . 35 31 28 26 26 22 10 5 3
Government ... ................. -........ 132 122 117 114 109 93 61 18 19
Federal, civilian ----------------- 36 34 32 35 34 30 23 5 7
Federal, m ilitary------------------ 22 19 20 20 19 15 8 3 3
State and lo ca l............... ......... 73 69 65 59 55 49 29 10 9
‘Less than 0.5 percent. Source: U. S. Department of Commerce, Office of Business Economics.
businesses and professional services) in
creased 55 percent between 1946 and 1958 and 
10 percent from 1951 to 1956, well below the 
rates of increase for other major nonagricul- 
tural income sources.
The rapid growth of wage and salary pay
ments since 1946 has been accompanied by 
several significant shifts in their makeup. 
(Table 5.) Farm wages have declined in im
portance and in 1956 accounted for only 4 
percent of total wages and salaries. In the 
nonagricultural sector, transportation has re
cently accounted for a lesser proportion of 
total wages, while other industry groups 
(with the exception of trade and govern
ment) , have increased their share of the total.
The gains in petroleum production, mining 
and manufacturing are of special significance.
Expansion in basic industries such as these 
generate growth in industries such as trade 
and services, finance, construction, and trans
portation and utilities.
Manufacturing payrolls expand 
The growth in manufacturing payrolls in 
particular provides a basis for some optimism. 
While accounting for only 14 percent of total 
wages and salaries in the state, compared to 
34 percent nationally, manufacturing wage 
payments have actually increased at a faster 
rate both since 1946 and since 1951 in Mon
tana than in the United States as a whole. 
In the five Mountain States, the increase over 
1946 has been somewhat greater than in 
Montana, although since 1951 Montana’s 
growth has been more rapid.
7
Percent Increase In Manufacturing 
Payrolls, 1946-56 and 1951-56
1946-56 1951-56
Montana ____ ___  166 55
5 Mountain States .171 43
United States ....  113 33
Unfortunately, little diversification has 
accompanied the expansion of manufactur
ing payrolls in Montana. Lumber and wood 
products and primary metals industries con
tinue to account for a large proportion of 
total manufacturing payrolls— over 58 per
cent in 1956. (Table 6.) The third-ranking 
manufacturing industry, food and kindred 
products, has declined in relative importance 
since 1950 (the earliest year for which a 
breakdown comparable to 1956 is available). 
The implications of the state’s heavy depen
dence upon lumber and metals have been evi
dent during the past year, with both indus
tries experiencing some difficulties.
Fastest-growing manufacturing industries 
since 1950° from the payroll standpoint were 
petroleum and chemicals, with increases of 
114 and 108 percent respectively. Lumber, 
with 93 percent, and primary metals, with 85 
percent, followed. The food and kindred pro
ducts industry expanded its payrolls only 20 
percent over the same period.
“No breakdown is available for 1951.
Conclusions
The state income estimates provide the 
basis for a number of conclusions concerning 
income in Montana. On a per capita income 
basis, it appears that the state has typically 
been below the national level except for the 
few years immediately after World War II 
when agricultural income was abnormally 
high. With little probability that farm in
come will regain its postwar importance, the 
state must look to the nonagricultural seg
ment of the economy for future growth and 
expansion. This is not to say that agricul
tural income will not exert a considerable 
influence on the pattern of total income in the 
state. Farm income will continue to consti
tute a larger proportion of the total than in 
most other areas of the United States, and its 
volatility, due to weather conditions and 
price fluctuations, may continue to make 
Montana income less stable than in the nation 
as a whole.
If income in the state is to keep pace with 
national growth and if Montana is to raise 
and stabilize its income level, the further ex
pansion and diversification of nonagricul
tural industries, particularly growth-generat
ing industries such as manufacturing, is of 
primary importance.
TABLE 6
WAGES AND SALARIES IN MANUFACTURING INDUSTRIES, MONTANA,
1946, 1950 AND 1956
Industry Group 1 9 5$
Total, manufacturing____________   101.0
Food & kindred products_____ ________________  15.3
Lumber & wood prod., exc. furniture___________  33.7
Furniture and fixtures________________________  .2
Printing, publishing & allied ind........ 11______ ’ 7.0
Chemicals & allied prod______________________  5 0
Products of petroleum and coa l________________  9.0
Stone, clay & glass products__________________  2.5
Primary metals industries . .........  25.3
Fabricated metal products_____________________  1.2
Machinery, except electrical „ ___________   [q
Transportation equipment, exc. autos__________  .1
Instruments___________ \
Miscellaneous m fg.___________________________ 5
lNo breakdown available.
*Less than 0.5 percent.
Source: U. S. Department of Commerce, Office of Business
1950 1946





1950-5660.0 38.01 100 100 68
12.7 - 15 21 20
17.5 - 33 29 93
.3 - —2 1 -33
5.0 - 7 8 40
2.4 - 5 4 108
4.2 - 9 7 114
1.9 - 2 3 32
13.7 - 25 23 85
.9 - 1 2 33
.4 - 1 1 50
.1 - 2 0 0
.1 - m _2 0
.3 1 1 100
Economics.
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Seasonally Adjusted Business Indicators
Commencing with this issue Montana Busi
ness Review  will publish business indexes in 
both the raw and the seasonally adjusted 
form. Our present program calls for ex
panding our statistical coverage by the in
clusion of series relating to local commun
ities as well as added statewide series.
A major purpose of monthly business indi
cators is to make possible a more effective 
analysis and interpretation of current eco
nomic conditions. The ability to say whether 
the situation is improving or deteriorating, 
and at what rate, is essential if the outlook is 
to be adequately appraised. For this purpose 
it is necessary to compare the experience of 
the current months with those in the recent 
past. In other words, one must be in a posi
tion to compare meaningfully any month with 
each of the other eleven, not simply any one 
month with its counterpart one year ago.
The Bureau of Business and Economic Re
search has published a number of monthly 
business indicators for almost a decade. These 
have been adjusted for the number of work
ing days in the month but otherwise have 
been released in so-called “raw” form. Thus, 
the analysis of business conditions in Mon
tana has had to be attempted with raw data 
which are heavily influenced by seasonal fac
tors in month to month changes. In Mon
tana’s northern climate with its four distinct 
seasons, the variation in nonagricultural em
ployment due to seasonal factors is approxi
mately 14 percent between the low month of 
February and the high months of August and 
September. In agricultural indicators, such 
as cash receipts from farm marketings, the 
seasonal range is much greater. The large 
amount of seasonality in Montana business 
indicators raises acute problems for the per
son or business firm making use of raw data 
in order to interpret the current state of busi
ness.
D ifficu lties in using raw data for interpre
tation: When raw data are used as bases for 
the interpretation of current business condi
tions, the seasonal influence may be roughly
accounted for by limiting comparisons of the 
most recent month to the same month one 
year ago. The result is then expressed as a 
percentage and inspected to see whether it is 
plus or minus. Though the method is simple 
its use in the analysis of current business con
ditions has major drawbacks. These can be il
lustrated by reference to two state indicators, 
nonagricultural employment and copper pro
duction. Both these series show favorable 
same-month-year-ago comparisons through 
June of this year in the case of the former and 
April in the case of the latter. Yet a study of 
the data for both when the seasonal influen
ces have been removed shows that reliance 
u p o n  same-month-year-ago comparisons 
would have led to a substantial delay in rec
ognizing the levelling out and downturn 
which has occurred. The reason is that a 
series usually starts to decline before the 
percentage from same-month-year-ago be
comes negative, and usually will start to rise 
before same-month-year-ago percentages be
come positive. Same-month-year-ago com
parisons satisfactorily delineate turning 
points only where the preceding rise has been 
a slow, gradual one followed by a sharp 
downturn, or where a slow, gradual down
turn gives way to a sharp revival. Where the 
series displays a marked degree of symmetry 
about the turning point, same-month-year- 
ago comparisons are apt to be very mislead
ing.
Types of economic fluctuations: Any sta
tistical series which measures business 
experience over time is a composite of a num
ber of forces which are usually referred to as 
cyclical, trend, seasonal, and irregular. Cyc
lical movements are wavelike and cumula
tive, and may range from two to ten years, 
with their average duration as measured 
from the bottom of one wave to the bottom 
of the next covering approximately four 
years. Trend is the term applied to the still 
longer run movements in a series, such as 
those arising from population growth and 
higher living standards. Forces like the lat-
9
ter do not exert much influence on month to 
month changes in economic series, and in the 
short term analysis of business conditions, 
therefore, no attempt is made to distinguish 
trend from cyclical forces. Seasonal fluctua
tions are more or less regularly recurring 
intra-year changes. In many series represen
tative of an area with marked climatic vari
ation, the seasonal element is strongly pre
sent. Irregular fluctuations arise from two 
causes: (a) unusual events, such as abnor
mal weather or strikes; (b) statistical errors, 
such as response errors, sampling errors, or 
inaccurate efforts to eliminate seasonal 
factors from a series.
Making allowance for seasonality: The
following tables present our business indi
cator series adjusted for seasonal variation; 
i.e., for regularly predictable intra-annual 
changes in value or volume associated with 
climate or conventional patterns of produc
tion or purchase. Brief mention may be made 
of the method employed. Basically, the 
technique is to derive an index for each 
month which expresses its relationship to the 
twelve month average. Thus, in the case of 
nonagricultural employment, the work force 
in the months of the winter and early spring 
usually numbers less than the monthly aver
age for the year; on the other hand, monthly 
employment in the summer and fall typically
exceeds the monthly average. Seasonal in
dexes express the degree by which a given 
month’s employment falls below or exceeds 
monthly average employment because of cli
mate, or buying or production patterns. All 
of us recognize that the seasonality associ
ated particularly with buying and production 
patterns may gradually shift. The method 
which was employed was one which gives 
recognition to such gradual shifts.
When due allowance has been made for sea
sonal variation, month to month changes in 
the indicators represent a combination of 
trend-cycle and irregular factors. The busi
nessman is provided with a more meaningful 
picture of the current situation. Yet a word 
of caution is still necessary. In interpreting 
monthly changes it has to be recognized that 
the irregular element is much stronger in 
some series, such as copper production and 
department store sales, than in a series like 
nonagricultural employment or electric 
power production. Thus, in drawing conclu
sions regarding the current state of business, 
it is unwise to attach too much significance 
to month to month changes, and rather more 
satisfactory to consider the experience of the 
past several months, especially where con
siderable monthly fluctuation remains in a 
series even after due allowance for season
ality.
E.J.C.
SEASONALLY  ADJU STED  M ONTANA  BU S IN ESS  IN D ICATORS, 1947 TO  1956*
(1947-1949 =  100)
N onagr icu ltu ra l Em p loym en t
Year Jan. Feb. Mar. Apr. May June July Aug. Sent. Oct. Nov. Dec.1947 _ ... - 94.2 95.0 95.3 94.9 95.8 95.9 97.2 97.0 96.7 97.7 97.6 98.81948 _____ - 99.7 99.3 99.5 99.5 99.6 100.6 101.4 102.0 103.1 102.9 103.4 103.41949. ... - 102.4 102.8 103.2 104.2 103.9 103.4 102.1 101.6 101.6 101.9 101.4 100.71950 - 100.0 100.6 101.6 102.6 103.5 104.7 105.4 106.0 106.0 104.9 104.8 104.91951 ... 106.6 105.8 105.4 105.2 104.9 104.8 104.5 104.4 104.6 105.0 105.6 106.11952 - 105.5 106.7 107.2 108.2 108.8 108.8 108.4 108.7 108.8 109.0 108.8 109.01953 - ... _ 109.3 109.2 109.5 108.5 108.0 107.6 107.4 108.0 109.0 110.1 109.8 110.11954 ______ - 109.6 110.2 110.6 110.1 110.2 110.0 110.8 110.8 105.3 106.5 110.0 109.51955 _ ..- 110.5 111.1 110.3 111.5 111.8 113.7 113.9 114.2 115.1 114.1 113.6 113.11956 _____ - 114.7 115.0 115.6 117.1 118.1 119.2 118.6 118.9 120.0 119.4 117.7 117.2
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Freight Carloadings
Year Jan. Feb. Mar. Apr. May June July
1947 ....... . 108.6 102.6 103.3 111.1 96.2 96.4 97.4
1948 ________ 109.3 102.1 89.4 92.2 92.8 95.4 98.0
1949 ________ 94.4 98.9 106.6 102.7 100.1 100.6 104.3
1950 88.5 91.0 96.8 96.4 100.2 97.0 93.6
1951 . 107.6 112.0 107.5 124.8 115.3 106.4 116.3
1952 111.1 114.5 114.8 107.7 112.8 121.5 119.4
1953 ________ 109.4 109.8 120.2 117.8 115.9 120.8 112.0
1954 ________ 114.2 129.3 127.4 127.9 121.4 124.6 114.6
1955 ......... . 131.1 129.3 124.7 123.4 126.3 117.3 124.5
1956 .........  132.0 132.4 136.8 142.8 134.9 136.4 151.4
Electric Power Consumption
1947 ......... . 90.9 93.3 93.9 96.4 94.8 94.4 95.0
1948 _______ . 96.0 94.4 96.2 97.7 100.5 98.8 99.2
1949 .. ....... 101.1 102.3 104.4 105.7 106.9 107.6 106.0
1950 ...... . 112.5 109.5 108.1 110.5 108.5 110.5 113.3
1951 ........ 112.8 114.9 113.6 115.5 114.0 116.4 116.6
1952 _______  119.0 122.2 129.7 123.7 129.1 127.5 127.7
1953 .......... 125.3 136.7 139.2 140.0 142.0 142.3 145.5
1954 _______  141.7 129.5 127.7 133.2 131.5 135.9 132.3
1955 _______  136.8 143.9 139.1 143.7 146.3 154.3 154.8
1956 .........  213.5 214.7 229.2 228.7 231.0 231.2 231.8
Copper Production
1947 ...... . 108.5 103.1 103.0 98.0 93.4 100.2 101.9
1948 .........  96.5 98.8 98.4 99.2 107.9 105.5 99.8
1949 .........  93.9 112.5 99.8 95.4 107.4 92.2 91.6
1950 ..... .... 106.8 89.9 98.5 105.9 76.4 78.5 92.8
1951 ..... .... 109.0 100.0 99.7 103.6 110.8 112.9 101.1
1952 .........  86.6 98.9 105.0 96.6 95.9 112.9 117.8
1953 ________  116.0 122.2 134.9 129.2 141.2 133.6 130.4
1954 . ........ 127.9 126.7 118.8 123.6 127.5 123.3 128.6
1955 _______ 129.1 135.9 131.2 141.5 141.9 130.9 144.9
1956 _______  149.9 157.6 155.8 168.5 168.2 171.6 171.8
Zinc Production
1947 __ __ _ 45.3 65.0 73.2 85.9 88.4 99.9 99.1
1948 .........  100.0 94.4 101.9 100.7 100.6 104.7 108.0
1949 _______  138.9 127.7 129.5 111.3 126.4 98.1 88.0
1950 .........  99.7 91.1 77.4 92.1 100.5 119.7 147.2
1951 ....... . 145.4 154.5 147.8 159.9 141.6 145.4 145.7
1952 .........  144.2 146.2 169.7 157.7 152.3 158.2 149.9
1953 .........  144.0 153.2 155.5 150.5 148.7 150.5 154.8
1954 ........ 151.3 144.2 133.7 134.0 146.1 132.9 131.2
1955 _______  131.8 135.1 130.0 122.0 128.4 126.7 122.9
1956 .. 123.4 128.4 147.5 156.2 148.2 142.0 136.4
Crude Oil Production
1947 ........ 94.9 97.3 91.7 96.0 95.3 93.3 94.6
1948 ... ......  103.0 98.8 102.0 99.9 99.5 104.1 105.5
1949 .........  103.1 97.3 107.7 109.8 107.2 104.8 100.1
1950 ..... .... 83.5 91.1 91.3 87.5 88.9 89.6 87.9
1951 _______  101.9 100.0 94.5 96.2 101.3 101.9 99.5
1952 .......... 98.0 103.2 95.6 95.5 92.1 90.1 100.9
1953 .......... 122.2 115.9 120.5 124.9 132.8 129.7 134.8
1954 _______  121.9 145.6 155.9 152.3 157.0 168.8 166.1
1955 .........  177.9 175.5 175.1 177.1 169.6 170.9 159.9
1956 .........  218.8 215.4 225.8 225.1 229.9 234.8 240.5
Aug. Sept. Oct. Nov. Dec.
96.9 104.9 109.2 105.9 111.6
170.4 105.1 101.4 95.7 96.7
105.4 93.0 90.2 91.5 81.5
100.1 108.9 115.4 116.5 125.7
104.6 110.2 109.7 110.0 100.0
123.8 109.6 108.0 102.0 113.3
110.1 126.0 128.3 127.8 125.9
115.7 89.3 104.8 115.9 117.7
123.3 126.9 128.8 123.2 129.8
142.9 140.8 135.8 131.4 123.6
91.7 97.0 95.8 95.4 96.9
102.3 104.1 103.3 102.2 99.8
108.9 107.8 107.2 107.6 107.2
116.5 117.5 113.3 113.5 117.0
106.5 106.2 119.2 118.5 122.8
132.0 131.5 130.5 131.9 129.4
144.5 150.5 144.5 139.7 141.2
115.6 73.9 90.3 128.2 129.9
174.7 201.2 210.7 211.9 211.3
233.2 228.2 219.0 212.4 212.7
97.2 95.2 100.5 108.1 99.2
106.3 109.2 100.3 93.6 99.1
93.9 92.6 95.4 100.5 103.6
96.0 93.7 100.9 100.6 98.9
80.1 97.8 95.5 90.1 94.0
135.7 124.3 114.8 104.5 106.4
133.8 151.6 151.2 141.3 139.3
98.3 .7 21.3 111.8 107.1
149.1 142.2 151.8 154.6 149.3
183.6 198.2 181.8 165.8 155.1
100.2 100.3 92.9 94.6 88.3
116.7 128.0 126.2 128.9 126.5
86.5 68.3 73.5 80.9 95.4
160.4 171.5 172.6 162.2 157.5
118.6 131.9 149.6 143.9 133.2
159.9 161.1 152.2 148.0 160.3
155.0 165.4 157.9 145.5 140.2
103.7 10.6 44.7 114.9 113.1
135.0 139.3 135.5 131.1 120.6
142.5 141.2 119.7 121.7 122.0
97.2 98.5 98.9 98.1 100.3
105.5 104.6 1C5.1 104.6 104.2
96.2 96.2 95.1 96.5 91.3
88.7 88.3 89.2 90.6 95.5
98.9 101.0 98.7 98.4 92.3
112.7 118.5 119.3 117.2 123.3
131.1 136.7 144.1 142.9 140.3
161.5 162.6 158.5 160.6 166.2
172.4 164.3 166.3 172.7 188.0
244.0 242.9 259.3 271.1 266.6
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Bank Debits
Year Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec.
1947 _______ _ 84.4 85.6 88.2 89.3 87.0 87.6 89.4 90.7 94.6 93.9 92.5 91.8
1948 ........  101.4 97.6 98.1 100.4 104.3 101.8 105.5 108.0 106.7 106.7 103.9 106.4
1949 _______ 103.2 100.2 109.9 109.2 110.5 107.6 106.6 108.2 108.3 98.6 107.4 104.7
1950 _______  102.6 112.0 106.4 108.9 110.9 117.4 121.3 120.5 120.6 127.3 126.0 127.2
1951 _________  131.4 121.3 129.3 130.1 124.3 122.6 127.4 124.1 126.1 134.7 136.2 131.1
1952 ..... . 124.9 134.4 126.2 132.9 137.4 142.4 134.6 136.9 140.5 133.8 133.7 136.3
1953 ____ __  136.9 135.6 145.6 136.2 131.0 130.7 131.6 132.4 129.3 131.8 .134.9 131.6
1954 _______ 129.7 131.7 145.4 150.1 138.7 141.6 140.0 141.1 142.0 140.9 142.9 142.6
1955 ______  155.1 148.2 149.3 146.8 159.7 152.8 149.4 155.4 157.0 155.3 156.1 157.4
1956 .....  162.1 160.4 165.4 169.2 164.4 166.9 173.7 163.4 160.1 168.9 167.0 168.8
Department Store Sales
1947 ______  91.8 89.8 92.8 91.4 93.4 101.1 91.2 93.9 97.3 93.2 99.8 96.9
1948 . _____ 102.3 101.5 101.2 96.8 105.1 103.2 106.8 101.3 106.1 108.7 105.1 101.7
1949 ........  96.2 100-4 102.9 113.1 106.9 100.7 103.3 99.0 99.0 103.3 91.9 102.1
1950 _______  93.6 100.7 96.2 103.8 99.8 101.9 117.1 102.8 106.6 100.2 107.1 110.9
1951 _______ 123.2 116.0 111.2 102.7 105.3 107.6 104.8 107.1 109.7 106.6 103.1 107.8
1952 ........ 104.3 107.9 111.8 112.5 115.1 116.6 111.4 123.0 113.0 113.7 123.0 111.0
1953 „ 113.2 112.4 122.6 109.2 110.2 110.7 111.6 112.2 109.6 111.5 109.1 105.6
1954 _______ 101.3 113.9 110.5 115.1 118.2 113.8 112.1 110.4 108.6 113.5 109.9 112.9
1955 . „ 119.5 113.4 113.2 120.9 119.0 119.4 124.2 117.1 122.8 120.5 120.2 113.3
1956 _______ 120.8 119.8 127.8 127.5 121.3 123.9 126.0 129.1 127.6 129.3 130.0 126.9






March April May June July Aug.
Nonagricultural
Employment _ ......... ....... 112.3 111.4 112.0 115.1 119.1 123.4 124.9 125.0P
Seasonally Adjusted___________ 118.4 119.1 119.0 118.8 118.9 119.1 119.2 118.3P
Freight Carloadings .................... 109.6 116.8 116.3 120.5 129.3 132.4 131.5 141.5
Seasonally Adjusted ............... 120.6 133.0 135.9 137.1 136.0 137.9 134.5 132.5
Electric Power Consumption .......... 222.9 232.0 217.2 227.5 224.5 212.9 189.2 195.9
Seasonally Adjusted ............... 213.5 222.2 219.8 228.9 230.5 222.0 203.6 205.1
Copper Production .. ........ 170.4 194.5 190.0 161.2 147.3 155.0 150.5 156.4P
Seasonally Adjusted___________ 166.6 183.5 184.5 151.2 145.7 159.8 166.3 171.9P
Zinc Production___________________ 96.8 113.8 114.0 132.6 107.1 78.5 81.7 80.8P
Seasonally Adjusted 96.7 109.3 112.3 122.7 100.0 76.9 85.6 93.3P
Crude Oil Production .............. 275.1 286.8 292.8 290.8 299.3 301.7 307.3 308.5
Seasonally Adjusted ___  __ 270.8 280.9 284.3 287.9 297.5 294.6 298.9 317.1
Bank Debits 168.4 156.5 160.3 168.5 156.9 173.0 171.0 170.3
Seasonally Adjusted .. ... ...... 169.8 172.5 173.5 181.6 168.3 174.2 176.8 168.1
Department Store Sales __________ 75.2 82.6 103.8 123.9 120.8 118.2 116.6 137-.9
Seasonally Adjusted ___________ 119.7 129.1 138.4 130.1 123.9 127.8 124.7 128.5
Agricultural Prices _________________ 81 82 83 85 85 85 86 86
Retail Food P rices_________________ 108.6 108.9 108.9 106.7 109.1 108.8 112.2 116.3
(May 1950 =  100)
For explanatory footnotes see August issue.
Commencing with this issue the name of our 
monthly publication is changed from Montana 
Business to Montana Business Review. We 
are also introducing a new format, which, it 
is hoped, will permit the development of a 
more complete coverage of economic and busi
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To implement our policy of providing in
creased coverage of statewide and local eco
nomic trends this issue of the Montana Busi
ness Review incorporates a considerable 
number of new business indicators.
These are:
(1) Indexes (1947-49=100) of statewide 
employment in two categories of durable 
manufacturing— lumber and timber products, 
and a primary metals and other group; non
durable manufacturing; mining; contract 
construction; transportation and utilities; 
trade; and government. These are published 
in both the unadjusted and seasonally ad
justed form.
(2) Local bank debit indexes (1947-49= 
100) for Billings, Butte, Glendive, Great Falls, 
Kalispell, Malta, Miles City and Missoula in 
both unadjusted and seasonally adjusted 
form.
(3) Indexes of prices received by farmers 
and ranchers for crops and for livestock and 
products. (1947-49=100.)
(4) The number of statewide active job 
applicants in both the unadjusted and season
ally adjusted form.
(5) The dollar volume of statewide non
farm mortgage recordings of $20,000 or less 
in total and by type of mortgagee. These 
estimates are based upon county reports vol
untarily submitted to the Federal Home Loan 
Bank Board by cooperating institutions. All 
nonfarm mortgages of $20,000 or less recorded 
during the month are covered. The series is 
not limited to mortgages on residential prop
erty but does have utility in gauging trends 
in the volume of home financing activity and 
the role played by various mortgage lenders. 
The series does not reflect activity in the 
secondary market.
MONTANA BUSINESS REVIEW
October, 1957 Vol. 9, No. 10
Published monthly and sent free on request 
by the Bureau of Business and Economic 
Research, Montana State University, Missoula.
Entered as second-class matter March 3, 1949, 
at the Post Office at Missoula, Montana, under 
the Act of August 24, 1912.
Bureau of Business & Economic Research 
Montana State University, Missoula
Member, Associated University Bureaus of 
Business And Economic Research
Henry K. Shearer, Director
Edward J. Chambers, Associate Director
Maxine C. Johnson Jean H. Shaudys
Research Associates
o
Business Trends in the Nation and the State
Edward J. Chambers, Associate Director
The Nation
To understand what forces have been at 
work and to appraise more effectively the 
present situation perhaps it would be profit
able to look in perspective at the economic 
experience of the past four years, especially 
at this time when considerable uncertainty 
surrounds the business outlook.
In mid-1953 the national economy levelled 
off and turned down as two circumstances 
asserted themselves. The first was the de
sire of manufacturers and traders to reduce 
their stocks of goods which were then unduly 
high in relation to sales; the second was the 
reduction in the size of the defense establish
ment and the accompanying decline in gov
ernment purchases. Several months before 
the national downturn had bottomed out in 
the late summer of 1954, home building, 
touched off by the new National Housing Act, 
emerged as a major expansionary force. Early 
in 1955 it became evident that autos would 
join homes as a strong plus factor. The con
sumer, egged on by the extremely easy credit 
terms then prevalent, provided the recovery 
with a full head of steam. Early in 1956 a 
new dynamic force emerged just at the time 
the consumer was settling down to the task of 
building up an equity in his newly acquired 
hard goods. Business expenditures for plant 
and equipment commenced to rise sharply. 
The wish to expand industrial capacity in 
order to be in a position to meet the demands 
of a growing market was supplemented by an 
apparent increase in the rate of technical 
obsolescence, and together, these created an 
urgent demand in the capital goods market. 
Thus, for about fifteen months through the 
early part of 1957 this sharp expansion in 
business spending for plant and equipment 
was the dominant growth factor on the busi
ness scene.
Lending support to the aforementioned dy
namic elements have been other components 
of spending. Consumer outlays for nondur
ables and for services have shown a remark
able ability to grow; the increased demand for 
improved public facilities at the state and 
local level has prompted a very steady in
crease in outlays by these governmental 
units; federal government spending has over
come all economy attempts and has shown a 
tendency to rise more rapidly than antici
pated— and recently more rapidly than rev
enues.
The pressures brought to bear by these de
mands upon our resources have resulted in a 
very tight labor market and in rising prices. 
In the labor market the expansion in job 
opportunities in the fifty-three months pre
ceding this October took place entirely in the 
non - manufacturing sector, especially in 
wholesale and retail trade, the services, state 
and local governments, contract construction 
and finance. This has more than offset the 
decline of 700,000 in manufacturing employ
ment. Consumer price trends have shown a 
pattern which could be expected to accom
pany these shifting occupational trends. It is 
in the service and shelter segments of the 
Consumer Price Index where rising prices 
have over the equivalent period been most 
evident. In the wholesale index, prices have 
risen most in those areas where pressures of 
capital expansion programs have had the 
greatest expression.
The financial side to these developments 
has been characterized by increasing tightness 
in the capital markets. Personal and corpo
rate savings have failed to keep pace with 
the demand for funds and the Federal Re
serve has refused accommodation through 
easier credit conditions. With the Reserve
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System keeping the growth in the money sup
ply in proper check, the price of money has 
risen in response to the enlarged consumer de
mands for mortgage and installment credit 
and heavier business demands for external 
sources of capital. Heavy corporate taxation 
and reduced liquidity have tended to dry up 
internal sources of funds and have forced 
corporations to undertake a substantially 
larger amount of external financing than was 
the case in earlier postwar years. The ratio 
of cash and governments to current liabilities 
of all corporations has been declining for 
sometime and at mid-year was about .41 com
pared with .44 on June 30, 1956. In the first 
seven months of 1957 the amount of new 
money raised by corporate security offerings 
to finance new plant and equipment was 13 
percent greater than in the comparable 
months of 1956, and at a markedly higher 
rate than in any years of the postwar decade. 
In recent months the pressure on the capital 
market has been considerably intensified by 
federal government needs for new money as 
expenditures rose faster than anticipated, 
and Series E redemptions exceeded sales.
Where is the national economy now?
In the first nine months of 1957 the total 
value of goods and services produced in
creased but most of the growth represented 
valuation at higher prices. In physical terms 
output did not advance significantly. Indeed 
the need to distinguish increases in output 
from increases in prices has made quarterly 
estimates of the GNP almost useless for 
analysing the immediate business situation.
Of the components of our Gross National 
Product the one which has been of impor
tance in carrying the economy to new higher 
levels over the past year and one-half, that is, 
business spending for plant and equipment, 
has levelled off and the dollar value of such 
expenditures gives evidence of decline. It is 
anticipated that outlays by all industry for 
this purpose in the fourth quarter will be off 
fractionally, and only the rate of spending by 
public utilities and nondurable manufactur
ing will show gains in excess of the third 
quarter. The likelihood of a further reduc
tion in spending for this purpose is apparent 
in the quarterly summary of corporate ap
propriations for capital purposes. The na
tion’s 1,000 largest manufacturing corpora
tions reduced their appropriations for new 
plant and equipment in the second quarter of 
1957 to levels significantly below the rate for 
the first quarter and also for the second quar
ter of 1956. A portion of difference between 
the rates in the first and second quarter of 
1957 is normal seasonal decline, but the bal
ance is further evidence of a loss of momen
tum.1 One factor pointing to caution is the 
measurable excess capacity which now exists 
in many industries. This, in the absence of 
some overriding emergency, will have a re
straining effect during the next eighteen 
months upon business capital expenditures.
Inventories have recently once more be
come a cause for concern. Considerable re
lief was expressed in the first quarter over 
the slight decline in the physical volume of 
business inventories. Stocks, in the aggre
gate, however, have since resumed their 
growth. Though this has been at a very 
much lower rate than in the comparable 
period of 1956, it has nevertheless made them 
appear burdensome in relation to the cur
rent sales of manufacturers and traders. In
ventory-sales ratios for manufacturers and 
wholesalers have climbed to the highs 
reached just before the mid-1953 downturn 
in business activity. Efforts to pare inven
tories are likely over the next twelve months. 
With both sales and unfilled orders declining 
this is likely to be quite pronounced in manu
facturing.
Expression of this levelling out in the 
volume of goods and services going to final 
uses is found in most industries. Little 
change in industrial output over the first 
nine months has occurred. There are notable 
exceptions to this uniformity, however. The 
very mild decline in the industrial produc
tion index from its December 1956 high of 
147 (1947-49=100) has been due primarily to 
a reduced rate of output of autos and trucks, 
primary metals and minerals.
'National Industrial Conference Board, Business 
Record, September, 1957.
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Nonagricultural employment in 1957 has 
continued to expand. Declines in mining and 
manufacturing were more than offset by 
expanding job opportunities elsewhere, par
ticularly in trade and the services. Average 
weekly earnings have risen markedly over 
year ago levels despite declines in the aver
age length of the work week. Personal in
come displayed uninterrupted increases dur
ing the year through August and this has 
explained why the plateau in business activ
ity has been less evident at the retail level 
than in other segments. However, declines 
in personal income occurred in September 
and October and retail sales seasonally ad
justed declined correspondingly in both 
months.
Pressures on prices and in the capital mar
ket continued, and in the case of the latter, 
actually became more pronounced in 1957. 
Increased demand for funds came from three 
sources. Corporations were busy funding 
their capital expansion programs; state and 
local governments, according to the Daily 
Bond Buyer, went to the market for about 
$900 million more in the first nine months 
compared with the same period in 1956; and 
finally the federal government found it 
necessary to enter the market as it experi
enced a sharply reduced cash surplus and 
Series E Bond redemptions exceeded sales at 
a rate of about $150 million per month. Actu
ally, federal government needs for new 
money arising out of the aforementioned has 
been the factor most responsible for the in
creased tightness in the security markets.
The Outlook
The late summer saw amongst business
men and investors a rather widespread opti
mism that the high level plateau of business 
activity would give way to a renewed phase 
of economic expansion. This feeling centered 
around the high personal income levels and 
the anticipated willingness of consumers to 
spend more freely for autos and, to a lesser 
extent, appliances. The presumption has 
been that families, having liquidated most 
of the heavy installment obligations which 
they incurred in 1955, will be in a position 
to purchase the widely heralded new models
in considerably greater volume. Thus, the 
hope has been expressed frequently that the 
consumer will become a new dynamic force 
to take over where business spending for 
plant and equipment has left off. Earlier 
in the year there was the further expectation 
that federal government outlays would rise 
very sharply and be a second major dynamic 
factor. Recent Defense Department econo
mies, especially in aircraft, indicate the ex
pansive effect will be much less than antici
pated. If the Administration responds to 
“Sputnik” with a crash program this conclu
sion would, of course, be drastically altered, 
and related areas of business would experi
ence an immediate “shot in the arm”.
As of the moment it is a little too early to 
say whether the consumer is going to gear 
up his spending. There are, however, a 
number of signs coming into view which cast 
increasing doubt upon Indian summer opti
mism. The declining trend in manufacturers’ 
new orders in the durable goods industries 
has continued almost unabated since last 
November. Unfilled orders have moved 
down steadily over the past several months 
for the first time since 1954; the summer 
spurt in retail sales has not carried over into 
the fall; from mid-year through mid-Novem
ber business loans outstanding at 17 New 
York banks declined by $498 million com
pared with an increase of $949 million during 
the comparable period of 1956.
In sum, the most likely outlook is for a con
tinued slackening of business activity over 
the coming months and into 1958. Four areas 
of weakness can be definitely pinpointed. 
These are a curtailment of some proportions 
in business capital outlays; more strenuous ef
forts at curtailment in purchasing and pro
cessing resulting from the involuntary in
ventory buildup of recent months; a reduced 
rate of personal income indicating less aggre
gate purchasing power amongst consumers; 
a decline in stock prices of sufficient extent 
and duration to temper the further spending 
plans of businessmen and consumers. The 
only major offsetting factor at the moment 
is the continued possibility of a substantial 
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S e p t ...... .............. 124.9 120.0 158.2 140.0 113.0 113.0 105.5 104.1 126.7 127.7 1 1
O c t ..................... . 122.6 119.4 149.1 138.2 111.1 114.8 117.8 104.1 120.8 123.8 1(
N ov. . .............. . 118.6 117.7 138.2 134.5 113.0 113.0 111.0 104.1 123.8 122.8 14
D e c . ________________116.7 117.2 129.1 132.7 116.7 116.7 105.5 102.7 126.7 1 2 1 .8 i:
iy o7
J a n .......................  112.3 118.4 114.5 123.6 116.7 116.7 104.1 104.1 1 2 0 .8 1 2 0 .8 K
F eb. ...... ......... 111.4 119.1 110.9 125.5 116.7 116.7 95.9 104.1 126.7 124.8 (
M a r ch  _______ ______ 112.0 119.0 109.1 127.3 116.7 118.5 97.3 104.1 126.7 125.7 K
A p r i l  .............. . 115.1 118.8 112.7 134.5 118.5 120.4 97.3 102.7 121.8 121.8 1 2
M ay  _______________  119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8 id
J u n e  ... ...............  123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 it
J u ly  ...................  124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 17
A ug. ________________ 124.9r 118.2r 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 17
S e p t ............. .........  123.9P 118.9P 150.9P 132.7P 116.7P 116.7P 101.4P lOO.Op 105.9P 105.9P 17
Electric Power Copper Z inc Crude Oil Bank
Consumption* Production5 Production5 Production* Debits7
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. A
1956
Aug---- ---- ---------- 221.5 233.2 167.1 183.6 123.4 142.5 236.9 244.0 165.0 16
Sept.......... ............... 224.1 228.2 182.3 198.2 132.2 141.2 232.5 242.9 174.5 16
Oct............. .......... .... 221.6 219.0 184.7 181.8 119.8 119.7 240.9 259.3 191.2 16
Nov...................... ..... 227.5 212.4 176.6 165.8 121.9 121.7 264.3 271.1 182.0 16
Dec_________ _ __________ 225.9 212.7 158.4 155.1 123.3 122.0 275.9 266.6 175.5 16
1957
Jan. .............. ......... 222.9 213.5 170.4 166.6 96.8 96.7 275.1 270.8 168.4 16
Feb................ 232.0 222.2 194.5 183.5 113.8 109.3 286.8 280.9 156.5 17
M arch__________________ 217.2 219.8 190.0 184.5 114.0 112.3 292.8 284.3 160.3 17
April ...................... 227.5 228.9 161.2 151.2 132.6 122.7 290.8 287.9 168.5 18
May ... ................. .... 224.5 230.5 147.3 145.7 107.1 100.0 299.3 297.5 156.9 16
June ....................... 212.9 222.0 155.0 159.8 78.5 76.9 301.7 294.6 173.0 17
July .......... ............. 189.2 203.6 150.5 166.3 81.7 85.6 307.3 298.9 171.0 17
Aug____ _____ _________ 195.9 205.1 147.9r 162.5r 90.2r 104.2, 308.5 317.1 170.3 16




1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- a 
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pov' 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department aiS 
10Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Sen! 







.on & Utilities Trade Government (Number) Carloadings8Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1956
35.6 105.4 99.5 121.7 116.1 121.4 120.6 2,808 7,370 151.5 142.9 .......... . Aug.
39.1 103.2 99.1 121.1 116.7 123.0 121.4 2,889 7,351 157.4 140.8 .......... . Sept.
41.4 101.4 99.1 118.0 116.1 125.3 122.6 3,763 7,856 163.5 135.8________ —  Oct.
40.2 98.2 98.6 116.1 115.6 120.2 122.2 6,453 7,775 155.1 131.4 ___ ____ . Nov.
42.5 95.9 98.6 118.6 116.1 120.6 122.2 10,325 8,181 128.1 123.6 ....... . - Dec. 
1957
46.0 93.6 98.6 110.6 116.7 120.2 123.3 14,792 8,315 109.6 120.6 ....... . .. Jan.
49.4 93.6 99.1 109.4 116.9 120.2 123.7 16,695 8,933 116.8 133.0 .......... .. Feb.
47.1 93.6 98.6 110.0 116.4 120.6 123.3 14,930 8,736 116.3 135.9_______ March
39.1 95.4 98.2 113.3 116.4 121.0 122.2 12,066 9,972 120.5 137.1 ..... April
41.4 98.6 97.7 116.1 116.7 123.0 121.4 9,032 11,234 129.3 136.0________ - May
39.1 100.0 97.3 120.6 116.7 126.1 121.0 7,943 11,172 132.4 137.9 ________ . June
40.2 101.4 96.4 121.7 116.9 126.8 124.5 6,419 11,629 131.5 134.5 ........ . - July
36.8 101.4 95.5 122.8 116.9 126.5 125.3 5,872 15,332 141.5 132.5 ........... . Aug.
36.8P 100.5P 96.4P 120.8P 116.1P
Nonfarm Mortgage R ecordings (Unadj.)8
Savings Insur- 

































,972 1,745 517 2,990 1,720 137.9 129.1 78.0 86.0 108.0 ... - Aug.
,481 1,809 523 2,759 1,390 137.9 127.6 80.0 84.0 112.4 ... Sept.
,842 1,502 688 2,769 1,883 145.8 129.3 77.0 86.0 108.5 - - Oct.
.918 1,529 684 3,167 1,538 154.4 130.0 75.0 88.0 111.5 ... - Nov.
.838 1,177 615 2,535 1,511 216.7 126.9 74.0 88.0 108.4 _ — Dec.
1957,099 1,329 695 2,775 1,300 75.2 119.7 75.0 88.0 108.6 ... .. Jan..987 917 405 1,499 1,166 82.6 129.1 76.0 87.0 108.9 ... Feb..049 1,211 266 2,178 1,394 103.8 138.4 80.0 86.0 108.9 .. Mar..737 1,801 419 1,752 1,765 123.9 130.1 85.0 86.0 106.7 ... .. Apr.










— - Aug. 
Sept.
r —  Revised
time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the 
ht loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
. Daily average.
al stores in Montana. Daily average.
7
Transportation employment, especially in 
the railroads, has continued the downward 
trend which has been in evidence the past 
several years. Dieselization of the roads has 
been the main factor responsible here. In
terstate railroad employment in September 
was 4 percent below year ago levels.
Construction has not offered the expanding 
job opportunities this year which it did in 
the past two. The demand for construction 
workers about equalled last year’s through 
the spring and summer. Further, there is 
considerable danger that construction de
mand may falter. Heavy engineering con
tract awards have been far below last year’s 
levels and residential and nonresidential 
awards have also lagged, though to a lesser 
degree. Building permit valuations through 
the first nine months were 20 percent lower 
in value than last year’s.
Construction employment is highly sea
sonal but even so it does provide some late 
fall and winter jobs. The lower rate of con
struction contract awards in all classes—  
heavy engineering, residential and nonresi
dential— and of issues of building permits 
points to a lower level this fall and winter 
than in the equivalent year ago periods.
With adjustments centered in mining and 
smelting, lumbering, construction and trans
portation, it has meant that statewide indi
cators of business conditions do not quite tell 
the whole story. The regional impact has 
been quite uneven. Local bank debit compi
lations, a good indicator of business tempo, 
suggest that the effect on business has been 
greatest in the Missoula, Butte, Kalispell, 
and Billings areas. Where large private or 
public programs of construction have been 
in progress, no slowdown in the level of 
activity has so far appeared.
Agriculture a Bright Spot
In contrast to the past several years agri
culture in 1957 gives evidence of being a 
stabilizing force in the state’s economy. Crop 
yields in most areas have been good and live
stock prices have been considerably higher 
than in 1956. The higher rate of cash re
ceipts, though partly offset by rising produc
tion costs, nevertheless appears to be result
ing in increased spending by the agricultural 
population for consumer items as well as pro
duction items and equipment. It is worth 
noting that, though the statewide decline in 
car registrations through September has been 
5 percent, many agricultural counties have 
recorded increases over the 1956 period.
The Outlook
Basically Montana has borne the brunt of a 
national adjustment in two areas— residen
tial construction and supplies of the base 
metals. It seems very doubtful that we can 
look for any significant immediate improve
ment in either of these segments.
As goes residential construction so goes 
our forest products industry. Nonfarm hous
ing starts for the country on a seasonally ad
justed basis reached a low in March. The 
rise in starts since has been recognizable but 
very gradual. Applications for FHA com
mitments, which generally lead starts by 
about four months, have displayed a similar 
trend. Further significant improvement in 
residential construction is dependent upon a 
renewed interest in government guaranteed 
financing. Money market conditions for over 
a year have made these mortgages relatively 
unattractive to lenders. Yields thereon have 
not been sufficiently enticing, and increases 
in the maximum permissible rates have not 
kept pace with increases in the yields avail
able on alternative investment opportunities. 
Now if money market conditions ease with 
the tapering off in industry’s capital expan
sion program, it is entirely possible that in
vestors will once again find the government 
guaranteed mortgage an attractive piece of 
paper. Moreover, the forward commitments 
of these institutions are at a postwar low. The 
flow of funds to the residential construction 
industry could expand considerably and an 
improved outlook would ensue for Montana’s 
forest products industry. There is reason to 
believe that the improvement in housing 
starts will continue but it would be unreal
istic to assume that this will reach anything 
approaching the proportions of 1955 and 
early 1956.
10
Copper is traded in a world market. The 
international capacity of this material has 
expanded considerably over the past year 
and this has coincided with a sluggishness in 
demand, particularly in the American mar
ket. The present very high level of refined 
copper stocks indicates that in the absence 
of a measurable increase in demand the short- 
run outlook for improvement is discourag
ing. The copper situation is complicated by 
another development of a longer-run nature, 
that being the growth in primary aluminum 
capacity in the United States and elsewhere. 
Between 1952 and 1957 primary aluminum 
capacity in the United States has more than 
doubled. This has created extremely com
petitive conditions in markets in which these 
metals are substitutable. The technical ef
forts to adapt aluminum to uses formerly 
served entirely by ccpper have been spurred
on by the high price of copper prior to the 
recent price breaks. The latter, though elimi
nating some of the urgency from attempts 
at adaptation, have nevertheless far from 
stopped them entirely. These efforts will 
continue so long as users of materials suspect 
that increases in copper prices can occur just 
as quickly and dramatically as price breaks.
The best one can say about the current state 
of Montana’s economy is that agriculture on 
the basis of this year’s crop yields and live
stock prices has become a partial stabilizing 
agent. But there are many vagaries associ
ated with agriculture and it is unrealistic to 
expect that improvements in crop and live
stock income will always offset pauses in the 
growth of the state’s nonagricultural econ
omy. Renewed growth awaits more favor
able prospects for our resource oriented in
dustries.
LOCAL BANK DEBITS'—
B illings Butte G lendive Great Falls Kalispell Malta Miles City M issoula
Unadj
1956
Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
Aug.... . 197.7 196.0 153.0 152.1 175.3 183.8 143.0 144.5 173.2 169.0 115.5 128.6 120.0 125.5 190.6 189.1
Sept. .... 204.8 193.0 149.7 153.5 185.9 181.4 163.6 144.9 193.1 172.4 126.3 123.9 128.1 119.1 196.3 187.3
O ct......  223.3 194.0 167.8 158.3 215.2 183.9 181.7 154.5 182.9 173.7 168.8 132.8 173.3 125.0 201.7 187.5
Nov...... 222.4 194.4 158.2 155.1 232.9 188.4 159.3 153.7 187.8 175.5 167.6 128.7 145.0 114.0 193.2 185.1
Dec. __  204.7
1957
195.5 160.4 151.8 211.4 186.9 153.4 157.3 197.9 193.6 155.2 130.0 133.6 117.2 190.2 186.6
Jan. __  189.8 192.3 150.2 153.6 178.1 181.0 173.6 163.4 168.6 174.6 128.7 128.1 118.5 122.2 168.0 172.0
Feb. __  177.9 195.5 149.3 161.8 176.5 200.8 156.0 167.6 156.6 177.9 106.5 130.4 105.8 126.1 166.5 181.4
March .. 178.6 200.6 159.3 156.4 178.5 193.2 150.5 164.9 149.8 173.2 108.5 130.0 104.2 121.6 163.0 180.6
April .... 193.4 203.1 166.8 169.0 197.7 206.2 159.2 165.3 152.5 170.6 131.8 137.2 110.4 126.3 173.6 176.8
May __190.0 203.2 138.1 150.1 185.3 208.2 139.1 156.3 165.5 168.0 120.3 132.4 101.0 125.6 173.0 180.8
June _ 189.8 200.5 171.5 159.2 202.9 215.7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
July __  198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0
Aug.....  200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
Sept. .._ 222.9 210.7 154.7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
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Montana State University and the Montana 
State Planning Board will jointly sponsor a 
a statewide Community Development Confer
ence on Thursday and Friday, January 23 and 
24, in Butte.
A number of state and local developments 
suggest that such a conference would meet 
an important need if held at this time. Esti
mates of the U. S. Bureau of Census indicate 
that Montana’s population increased by about 
11 percent between 1950 and mid-1956. The 
increase has been rather unevenly distribu
ted, with urban areas and their surrounding 
suburban fringes experiencing a more rapid 
growth than the average, while many of the 
rural areas in the state have actually lost 
population. Those regions where agriculture 
is the dominant source of personal income 
have been affected adversely by continuing 
out-migration and necessary adjustments in 
the face of a declining number of farm oper
ators and reduced farm income since 1951.
Other areas have suffered economic hard
ship as a result of the diesel modernization 
program of the major railroads or from the 
long-term national trend away from the use 
of coal toward other fuels as a source of 
energy. More recently some centers have 
been affected by adjustments in the lumber 
industry associated with curtailed residen
tial construction, while others have felt the 
effects of the apparent overcapacity in min
eral production and the metal fabricating in
dustries. In spite of these difficulties some 
Montana communities have taken concerted 
action to improve their competitive positions
and diversify their economic resource bases. 
The co-sponsoring agencies believe that it 
would be of statewide benefit to examine 
some of the techniques which these “opera
tion bootstrap” communities have employed.
Montana cities have generally experienced 
a more rapid growth than that recorded for 
the state as a whole. Increases in urban and 
suburban population have posed physical, fin
ancial, and social problems. The experience 
of municipalities which have faced or are 
wrestling with such problems will be empha
sized in the January conference.
Of interest to all urban areas in the state 
is the bill passed at the last legislative ses
sion which permits the establishment of joint 
city-county planning boards. These boards 
can be the means by which rational solutions 
to complex urban problems may be worked 
out. Features of this legislation and the 
terms under which financial assistance from 
the federal HHFA may be made available to 
municipalities will be discussed. In Mon
tana, Bozeman has already received a fed
eral grant for urban planning and Great Falls, 
Butte, and Billings are contemplating appli
cations for funds. Kinds of technical aid 
which are available from various state agen
cies to local areas in meeting their physical 
and financial problems will also be covered.
This will be the second community develop
ment conference. The first, sponsored by the 
State Planning Board, was held in April 1956. 
A blank for advance registration is found in
side the back cover of this issue of the Mon
tana Business Review.
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The Lumber and Wood Products Industry in the State Economy
By MAXINE C. JOHNSON, Research Associate
Montana’s lumber and wood products in
dustry has been the subject of considerable 
interest during the past year. As the state’s 
leading manufacturing industry and a major 
source of income and employment in western 
Montana, any decline in this industry is both 
significant and newsworthy.
To assess the total significance of the wood 
products industry and its fluctuations in the 
state economy, however, poses a number of 
problems. The lumber industry is composed 
of a large number of generally small enter
prises; individual operators are constantly 
entering and leaving the industry. The re
sult is a dearth of complete, reliable, and up- 
to-date data. This article represents an at
tempt to bring together the available recent 
information on the lumber and wood products 
industry, including its composition, its im
portance in the state and in western Montana, 
its postwar growth, and the current situation 
and outlook.
Composition of the Industry
In describing Montana’s wood products in
dustry, two characteristics are frequently 
cited: the lack of diversification and the pre
ponderance of small operations. These char
acteristics are evident in the 1954 Census of 
Manufactures, the latest source of compre
hensive data on the composition of the in
dustry. The “lumber and wood products 
industry”, as defined by the Bureau of Cen
sus, includes logging camps; saw and planing 
mills; veneer, lath, shingle, and plywood 
mills; millwork and wood preserving plants; 
and establishments manufacturing certain 
finished wood articles. In Montana, the in
dustry is based chiefly on the production of 
lumber, with logging camps and sawmills the 
dominant types of operation. Of the 393 wood 
products establishments reported for Mon
tana in the 1954 Census of Manufactures, 139 
were logging camps and 230 were saw and 
planing mills. Together, these enterprises 
accounted for 91 percent of total value added 
by manufacture ($37,136,000) in the lumber 
and wood products industry in 1954. The 
remaining establishments consisted of one 
shingle mill, 13 millwork plants, one prefab
ricated wood products plant, five wood pre
serving plants, and four undesignated “mis
cellaneous” wood products operations.1 Their 
combined contribution to value a d d e d  
amounted to slightly more than $3,600,000.
‘In addition, there were five small plants manufac
turing wood furniture in the state; these were 
classified by the Census in the furniture and fix
tures industry rather than lumber and wood pro
ducts.
TABLE 1
THE LUMBER AND WOOD PRODUCTS INDUSTRY IN MONTANA IN 1954
Lumber and Wood Products, Total 
Logging camps and contractors
Lumber and basic products...
Millwork and related products 
Miscellaneous wood products . 
Wood preserving .
NewNumber












393 6,192 23,864 5,635 20,687 40,751 6,727139 1,085 3,754 1,029 3,428 7,023 1,390
2311 4,536 18,029 4,106 15,577 30,117 5,235
142 441 1,653 392 1,348 2,965 96
9 129 427 107 333 644 5
5 107 333 90 273 482 D
D— Withheld to avoid disclosing figures for individual companies, 
includes 230 saw and planing mills and one shingle mill, 
includes 13 millwork plants and one prefabricated products plant.
Source: U. S. Department of Commerce, Bureau of the Census, 1954 Census of Manufactures.
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The small size of most wood products 
plants is indicated by the number of em
ployees. In 1954, 55 percent (218) had less 
than four employees; 71 percent less than 10; 
83 percent less than 20; and 97 percent less 
than 100. Only 10 plants employed more than 
100 workers; of these, the two largest were 
in the 500-999 class. (Table 2.)
Products and Markets
The major products of the Montana indus
try are rough and planed lumber, mine tim
bers, railroad ties, poles, and pulpwood. Of 
lesser importance are millwork, shingles, ply
wood, laminated arches, and a number of 
miscellaneous wood products.
In 1945, it was estimated that approxi
mately one-half of Montana’s lumber pro
duction was being used within the state.2 
With the great increase in production since 
that time, the proportion used in Montana 
may have declined. Among the chief in
state consumers are the railroads (cross ties 
and other lumber) and the mines (timbers, 
planking, lagging, and other lumber). Mon
tana lumber is, of course, also used for gen
eral construction purposes within the state. 
The remaining one-half, or more, of Mon
tana’s production is widely marketed 
throughout the United States, with the Mid
west the leading destination.
It is the export portion of Montana produc
tion which is so heavily dependent upon the 
housing market. According to Interstate 
Commerce Commission waybill samples, 82 
percent of interstate rail shipments of Mon
tana lumber during 1953-1955 terminated in 
the Midwest states, with Minnesota, Illinois, 
and Missouri the leading recipients.3 Among 
other Montana timber products, pulpwood 
goes chiefly to Wisconsin mills, with 92 per
cent of 1953-1955 rail shipments terminating 
in that state.4
*U. S. Department of Agriculture, Forest Service, 
Forest Resource Report No. 5, Forest Resources 
in Montana, 1952.
*W. S. Peters, “Interstate Rail Shipments and the 
Cost of Remoteness,” Montana Business, August 
1957.
‘Ibid.
Importance to the State
How important is the lumber and wood 
products industry in Montana? In the total 
state economy, it plays a relatively minor 
role. Available evidence indicates that it 
currently accounts for perhaps 2 to 3 percent 
of the total employed labor force.5 In 1956, 
industry payrolls accounted for 4.7 percent 
of total wage and salary disbursements and 
2.8 percent of total state personal income.6 
Although the direct contribution of wood 
products to the total state economy is small, 
it should be noted that its total effect is in
creased by the generation of employment and 
income in industries such as trade and ser
vices.
Among the state’s manufacturing indus
tries, the lumber and wood products 
group is of major significance, ranking 
first in number of plants, employment, pay-
5The employed labor force includes self-employed 
and wage and Salary workers.
8U. S. Department of Commerce, Office of Business 
Economics, Survey of Current Business, August 
1957. No data are available on proprietors’ income 
or corporate profits in the industry.
TABLE 2
LOCATION OF LUMBER AND WOOD PRODUCTS 












Montana, Total _____ 393 327
11 Western Counties 301 240
Deer L odge___________1 1
Flathead ________  95 74
Gran ite___________  13 12
L a k e_______________ 14 11 3
Lincoln__________  69 62 6
Mineral __________  6 2 3
Missoula_________  49 37 9
P ow e ll__________  10 10 0
Ravalli __________  15 12 3
Sanders____________ 23 15 6
Silver B ow __________ 6 4 2


















includes Beaverhead (3), Big Horn 
water (4), Carbon (1), Carter (2),
Custer (1), Fergus (9), Gallatin (14), Jefferson 
(2), Lewis and Clark (14), Madison (4), Meagher 
(8), Musselshell (2), Park (9), Powder River (2), 
Rosebud (2), Stillwater (1), Sweet Grass (3), 
Teton (1), and Yellowstone (6). 
located in Park County.
Source: U. S. Department of Commerce, Bureau of 
the Census, 1954 Census of Manufactures.
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rolls, and value added by manufacture. In 
1954 the 393 lumber and wood products plants 
made up 45 percent of all manufacturing es
tablishments in the state; employed 34 per
cent of all manufacturing employees (6,192); 
paid out 33 percent of total wages earned in 
manufacturing ($23,864,000); and accounted 
for 34 percent of total value added by manu
facture ($40,751,000). Later estimates of em
ployment and payrolls7 indicate that the in
dustry has maintained its proportion of the 
total in both these categories through 1956.
The Industry in Western Montana 
Because of its heavy concentration in the 
mountainous, timbered areas of western 
Montana, the industry is of considerable im
portance in that area. Three hundred and 
one of the 393 lumber and wood products es
tablishments in the state in 1954 were located 
in eleven western counties.8 This figure in
cludes most of the larger plants. (Table 2.)
In addition to lumber and wood products, 
the western Montana economy is based upon 
agriculture, mining, and the smelting and re
fining of nonferrous metals. Mining, of 
course, is concentrated in Silver Bow County; 
smelting and refining at Anaconda and to a 
lesser extent at Columbia Falls. In the re
mainder of the area, agriculture and lumber
ing are the predominant basic economic ac
tivities. While agriculture is of greater im
portance as a source of employment, it ap
pears that lumber and wood products is now 
the larger income producer. In 1954, total ag
ricultural income (proprietors’ income plus 
farm wages) in the eleven western counties 
was approximately $18 million.9 In the 
lumber industry, wages alone amounted to 
$24 million in the state as a whole, with most 
of this amount earned in western Montana. 
From its predominant position in most of
’Employment estimates by the Unemployment Com
pensation Commission of Montana; payrolls by the 
U. S. Department of Commerce, Office of Business 
Economics.
“Deer Lodge, Flathead, Granite, Lake, Lincoln, Min
eral, Missoula, Powell, Ravalli, Sanders and Silver 
Bow.
’Based on the 1954 Census of Agriculture (farm 
wages) and reports of the Agricultural Marketing 
Service on net income of farm operators from 
farming.
western Montana, the lumber industry exerts 
considerable influence upon the economy of 
the area. From the end of World War II 
through 1956 it was generally a source of ex
panding employment and payrolls and played 
a considerable role in the growth and pros
perity of western Montana counties.
Heavy dependence upon one industry also 
has its drawbacks. The Montana lumber in
dustry is by nature a seasonal one. Forest 
activity is handicapped by winter snows, and 
during the spring by the thawing of ice and 
snow and by rains which sometimes make 
access roads impassable. The resultant sea
sonal unemployment has created trouble 
spots in lumber centers. Five western Mon
tana counties in particular— Lake, Ravalli, 
Flathead, Sanders, and Mineral— typically 
have rates of winter unemployment which 
exceed the rate for the state as a whole.10
The industry has, in recent years, made 
progress in eliminating some of the fluctua
tions. During early postwar years, industry 
employment typically ranged from around 80 
percent of average yearly employment in 
March or April, the low months, to approxi
mately 117 percent in August and Septem
ber, the high months; in recent years, the 
range has been from around 85 to 114. In 
general, while operations of the smaller mills 
continue to be especially seasonal, the larger 
mills have had some success in smoothing out 
their operations. By accumulating a supply 
of logs in the fall, lumber mills can operate 
fairly steadily throughout the year. Logging 
operations have also been extended, to the 
point where in some cases crews are working, 
in one area or another, up to ten months of 
the year.
Based upon the home construction indus
try, known for its history of instability, lum
ber is also quite sensitive to cyclical fluctu
ations. This has been evidenced in the post- 
World War II experience depicted in Chart 
1.
(Continued on page eight)
I0Based on the ratio of unemployment compensation 
benefits to total wages paid, as reported for Mon
tana counties by the Unemployment Compensation 
Commission. In Flathead and Lake counties, the 
seasonality of the tourist industry is also a major 
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Feb. ........ . 111.4 119.1
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158.2 140.0 113.0 113.0
149.1 138.2 111.1 114.8
138.2 134.5 113.0 113.0
129.1 132.7 116.7 116.7
114.5 123.6 116.7 116.7
110.9 125.5 116.7 116.7
109.1 127.3 116.7 .118.5
112.7 134.5 118.5 120.4
129.1 136.4 113.0 116.7
150.9 138.2 114.8 114.8
154.5 140.0 118.5 114.8
154.5 136.4 116.7 113.0
150.9r 133.4r 113.Or 112.5r
143.6 133.7 107.4 109.8
134.5P 131.7P 103.7P 104.0P
Nonagricultural Employ
Nondurable
Mfg. MiningUnadj. Adj. Unadj. Adj. l
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117.8 104.1 120.8 123.8 ]
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104.1 104.1 120.8 120.8 1
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98.6 101.4 116.8 117.8 \ \
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101.4 100.0 105.9 105.9 1*
102.7r 101.2 r 101 .Or 101.lr l j
113.7 100.0 96.0 98.4 id
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__  224.1 228.2 182.3 198.2 132.2 141.2 232.5 242.9 174.5 iej. 221.6 219.0 184.7 181.8 119.8 119.7 240.9 259.3 191.2 lei... 227.5 212.4 176.6 165.8 121.9 121.7 264.3 271.1 182.0 16 i. .. 225.9 212.7 158.4 155.1 123.3 122.0 275.9 266.6 175.5 16 j
... 222.9 213.5 170.4 166.6 96.8 96.7 275.1 270.8 168.4 16 j__ 232.0 222.2 194.5 183.5 113.8 109.3 286.8 280.9 156.5 17 |. 217.2 219.8 190.0 184.5 114.0 112.3 292.8 284.3 160.3 17— . 227.5 228.9 161.2 151.2 132.6 122.7 290.8 287.9 168.5 18-- 224.5 230.5 147.3 145.7 107.1 100.0 299.3 297.5 156.9 16-.. 212.9 222.0 155.0 159.8 78.5 76.9 301.7 294.6 173.0 17 i- 189.2 203.6 150.5 166.3 81.7 85.6 307.3 298.9 171.0 17-|
.... 195.9 205.1 147.9 162.5 90.2 104.2 308.5 317.1 170.3 16>]..... 190.4 193.9 146.0r I58.7r 82.8 r 88.5r 312.1 327.8 193.6 17;
. 175.3 173.9 150.7P 148.3P 77.3P 77.2P 304.9 329.6 190.4 16'
Adj.— Adjusted for seasonal variation.
Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- a month.
^Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pov 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
Computed from reports of U. S. Bureau of Mines. Daily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com 
federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
inD°-mPUted fro™  J eP°rts of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department ai 
Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Sen 
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1956
39.1 103.2 99.1 121.1 116.7 123.0 121.4 2,889 7,351 157.4 140.8 .......... .... Sept.
41.4 101.4 99.1 118.0 116.1 125.3 122.6 3,763 7,856 163.5 135.8 ---... . __  Oct.
40.2 98.2 98.6 116.1 115.6 120.2 122.2 6,453 7,775 155.1 131.4 .... .... Nov.
42.5 95.9 98.6 118.6 116.1 120.6 122.2 10,325 8,181 128.1 123.6 _ Dec.
1957
46.0 93.6 98.6 110.6 116.7 120.2 123.3 14,792 8,315 109.6 120.6 ...... . .... Jan.
49.4 93.6 99:1 109.4 116.9 120.2 123.7 16,695 8,933 116.8 133.0 ..... .... Feb.
47.1 93.6 98.6 110.0 116.4 120.6 123.3 14,930 8,736 116.3 135.9 _______ March
39.1 95.4 98.2 113.3 116.4 121.0 122.2 12,066 9,972 120.5 137.1_______ - April
41.4 98.6 97.7 116.1 116.7 123.0 121.4 9,032 11,234 129.3 136.0______ — . May39.1 100.0 97.3 120.6 116.7 126.1 121.0 7,943 11,172 132.4 137.9 _____ ... June
40.2 101.4 96.4 121.7 116.9 126.8 124.5 6,419 11,629 131.5 134.5 ......... .. July36.8 101.4 95.5 122.8 116.9 126.5 125.3 5,872 15,332 141.5 132.5 . ... Aug.
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481 1,809 523 2,759 1,390 137.9 127.6
.842 1,502 688 2,769 1,883 145.8 129.3
918 1,529 684 3,167 1,538 154.4 130.0
838 1,177 615 2,535 1,511 216.7 126.9
.099 1,329 695 2,775 1,300 75.2 119.7
987 917 405 1,499 1,166 82.6 129.1
049 1,211 266 2,178 1,394 103.8 138.4
.737 1,801 419 1,752 1,765 123.9 130.1
.215 1,760 185 1,937 1,333 120.8 123.9
.280 1,511 276 2,065 1,428 118.2 127.8
258 1,549 288 1,753 1,668 116.6 124.7
.019 1,778 265 2,104 1,872 137.9 128.5
133.7 123.0
137.1 121.4
p —  Preliminary r —  Revised
Retail








80.0 84.0 112.4 . ........ .... Sept.
77.0 86.0 108.5 .... ____________  Oct.
75.0 88.0 111.5_____ — ............. Nov.
74.0 88.0 108.4 . ....—  . Dec.
1957
75.0 88.0 108.6 . — ............. Jan.
76.0 87.0 108.9_____ ------------ Feb.
80.0 86.0 108.9 . ------------ Mar.
85.0 86.0 106.7______ ------------  Apr.
86.0 84.0 109.1 __ ------------  May
87.0 83.0 108.8 _____ — ...-....... June
89.0 83.0 112.2 . .....- ........  July
91.0 80.0 116.3 . .... ...  Aug.
91.0 81.0 115.4 ....
89.0 82.0 112.4...
90.0 81.0 112.4 .... — .. -....... Nov.
time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
ht loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
. Daily average.
al stores in Montana. Daily average.
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Post-World War II Growth
Between 1947 and 1956, employment in 
lumber and wood products increased 38 per
cent. Wages and salaries grew 117 percent 
between 1948 (earliest year available) and 
1956; the corresponding gain in employment 
was 33 percent.
Unfortunately, the postwar growth in the 
industry has been accompanied by only a 
small amount of diversification. Industry 
leaders cognizant of the desirability of a 
greater variety of products point to the small
ness of the Montana market and the diffi
culty of competing in distant markets as well 
as the lack of capital which makes it difficult 
for many plants to install the expensive 
equipment necessary for new operations.
Among the most significant new activities 
is pulp production, now beginning at the new 
mill near Missoula. In addition to providing
new employment, this mill will utilize waste 
-wood from lumber manufacturers in the 
area. Six plants, in Missoula, Plains, and 
Superior, will supply chips to the pulp mill, 
thereby greatly increasing their timber utili
zation, and at the same time providing low 
cost raw material for pulp production.
Other new activities in the industry include 
plywood and box manufacture. Millwork 
plants have added some new products; one 
mill in Missoula now employs approximately 
250 workers and produces a rather large 
variety of products.
The state’s many lumber mills, however, 
have been responsible for most of the growth 
in the wood products industry. Spurred by 
the national boom in housing construction 
which began after the end of World War II, 
lumber production in Montana increased
Lumber Prod. 
Montana 
(millions of bd. ft.)
CHART 1
MONTANA LUMBER PRODUCTION AND NEW 
NONFARM HOUSING STARTS IN THE
UNITED STATES, 1947-1957 Housing Starts
U. S.
(thousands of units)
1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 (Est.)
Ratio Scale.
Source: Lumber Production— Western Pine Association, Circular No. 896.
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Lumber Prod.— Mont.
rapidly. With the exception of a slight de
cline in 1949 and a sharp drop in 1951 output 
increased each year, to an all-time high in 
1955. (Chart 1.) Softwood production in 
that year is estimated at 867.4 million board 
feet, 74 percent greater than in 1947.11 Na
tionally, the lumber industry increased its 
softwood output 13 percent and total produc
tion 10 percent over the same period.12 
Whereas Montana produced approximately 2 
percent of total national softwood output in 
the early postwar years, in recent years its 
proportion has risen to 3 percent.
With the increase in total output has come 
a considerable shift in the distribution of pro
duction among the various softwood species. 
(Table 3.) In the early postwar years, nearly 
all the lumber production was either larch 
and Douglas fir or ponderosa pine. Since 
1953, Engelmann spruce has come into its own 
as a major species. The 1956 cut was over 
27 times that of 1947. This tremendous in
crease is partly a result of the campaign to 
salvage bug-infested or bug-killed spruce in 
western Montana. Consumer acceptance of 
spruce has also increased substantially. An
other species, lodgepole pine, is now rapidly
“Because no estimates of total Montana lumber 
production are available, it is necessary to use 
data for softwood only. Since softwood accounts 
for approximately 99 percent of total lumber pro
duction in the state, its use as an indicator of 
trends in total output is quite satisfactory. The 
small amount of hardwood lumber produced is 
chiefly cottonwood and aspen from eastern Mon
tana.
‘“Nationally, softwood lumber amounts to approxi
mately 80 percent of total production.
finding a place on the market; most of the 
production gain in “other softwoods” shown 
in Table 3 is probably lodgepole.
The Current Situation
With the decline in home construction 
which began in 1956, lumber production in 
Montana fell from 867.4 million board feet in 
1955 to 832.8 million board feet in 1956. With 
housing further reduced in 1957 and demand 
for mine timbers down as a result of reduced 
mining activity, lumber production has con
tinued to be adversely affected. It appears 
that output this year may be off as much as 
10 percent from 1956, running in the neigh
borhood of 750 million board feet. Thus, des
pite the decline, both 1956 and 1957 produc
tion have exceeded that of 1954 and all pre
vious years. Nevertheless in view of the 
expanded capacity of the industry the de
cline in output (approaching 14 percent from 
the 1955 peak) has had rather serious reper
cussions.
Reduced numbers of work shifts in the 
larger mills and shutdowns of smaller plants 
have been common. Employment in the 
industry, on a seasonally adjusted basis, be
gan to decline in the fall of 1956 and through
out 1957 has been below last year’s levels. 
Average monthly employment from January 
through October 1957 is estimated at 7,300, 
down 500 from the 7,800 employed during 
January-October 1956.13 The estimated de-
'“Unemployment Compensation Commission of Mon
tana.
TABLE 3
PRODUCTION OF SOFTWOOD IN MONTANA, 1947-1956
(m illion s o f  b o a rd  feet)
Ponder-
Total Larch & Engelmann osa White White Other
Year Softw oods Douglas Fir Spruce Pine Pine Fir Softw oods
1956 ..... . ________  832.8 326.5 265.7 147.5 38.4 4.3 50.4
1955 ...... ..... _________ 867.4 337.3 300.2 147.0 29.2 4.6 49.1
1954 ________ 729.2 292.8 206.7 162.7 27.1 2.0 37.9
1953 .. . ...........  700.0 321.5 154.3 198.5 16.8 1.3 7.6
1952 . ...........  593.5 306.0 77.6 199.2 8.0 0.4 2.3
1951 . .... ...... 552.1 297.3 41.3 199.7 9.8 1.4 2.6
1950 . _________  640.0 342.9 39.9 230.5 21.0 1.2 4.5
1949 . ...........  586.9 311.7 27.8 221.6 21.7 0.1 4.0
1948 . .......... 597.9 340.1 16.7 223.6 13.5 0.1 3.9
1947 . _________  499.7 276.6 9.8 200.9 6.1 1.4 4.9
Source: Western Pine Association, Portland, Oregon, Circular No. 896.
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cline does not include those self-employed 
loggers or small mill operators who may have 
been forced to discontinue operations.
The decline in purchasing power resulting 
from decreased employment and from shorter 
workweeks in the industry has had its effects 
on business in western Montana lumber cen
ters. Bank debits through October were 
down 3 percent in Missoula and 1 percent in 
Kalispell from the first ten months of 1956. 
Unfortunately, no data are available for the 
smaller towns in the area. Railroads, too, 
have felt the decline, with carloadings of 
dressed lumber down 16 percent from Janu- 
ary-September 1956 to January-September 
1957; logs, down 44 percent; and poles, posts 
and pilings down 6 percent.
The Outlook
Little likelihood of any substantial im
provement in the lumber market is now in 
evidence. The housing industry may experi
ence some increase in 1958, but it is not apt 
to approach anything like the levels of the 
recent boom years. With a reduced rate of 
family formations and rising construction 
costs narrowing the market for new housing 
and with the limited attractiveness of FHA 
loans to investors, new housing starts are 
probably going to rise only slightly above the 
current rate (about one million units per 
year) during the foreseeable future. The 
outlook for the mining industry, another im
portant market for Montana lumber mills, 
presents little cause for optimism. The over
supply of metals shows no sign of abating.
Thus further readjustment appears to be in 
prospect for Montana’s lumber industry. With 
no immediate market improvement of any 
significance in sight, more of the smaller, 
marginal mills in the state are going to have 
difficulty. Many of these mills began oper
ation in the days of rapidly expanding lum
ber markets. With no timber supply of their 
own, they are dependent upon purchased 
timber and have difficulty in competing on 
a falling lumber market. Lack of access 
roads into some areas also represents a special 
handicap for small operators. Consolida
tions of some small mills and closure of others 
may be in prospect.
Despite the uncertainty of the present sit
uation, it should be emphasized that the lum
ber industry in Montana this year has been 
operating at levels well above most recent 
years. The possibility of a decline to the 
1947, or even to the 1951 level, appears un
likely. It is also worth noting that until the 
industry in Montana is able to produce a 
greater diversity of products, it will continue 
to be extremely susceptible to cyclical fluctu
ations.
Among the prospects for new wood pro
ducts industries, the outlook for additional 
wood fiber-using industries seems brightest. 
Expansion of the pulp industry in the East, 
South, and Pacific Coast areas is reaching a 
point of saturation. With the establishment 
of the plant at Missoula and prospects for a 
mill in the Libby area, the attention of the 
industry will be focused on Montana.
LOCAL BANK DEBITS1—  
(1947-1949=100)
Billings Butte G lendive Great Falls Kalispell Malta M iles Citv Missoulaunaaj.
1956 AQJ. unaaj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
Sept. __ 204.8 193.0 149.7 153.5 185.9 181.4 163.6 144.9 193.1 172.4 126.3 123.9 128.1 119.1 196.3 187.3Oct. 223.3 194.0 167.8 158.3 215.2 183.9 181.7 154.5 182.9 173.7 168.8 132.8 173.3 125.0 201.7 187.5N o v . ___ 222.4 194.4 158.2 155.1 232.9 188.4 159.3 153.7 187.8 175.5 167.6 128.7 145.0 114.0 193.2 185.1Dec. ___
1957
204.7 195.5 160.4 151.8 211.4 186.9 153.4 157.3 197.9 193.6 155.2 130.0 133.6 117.2 190.2 186.6
Jan. ___ 189.8 192.3 150.2 153.6 178.1 181.0 173.6 163.4 168.6 174.6 128.7 128.1 118.5 122.2 168.0 172.0Feb. ___ 177.9 195.5 149.3 161.8 176.5 200.8 156.0 167.6 156.6 177.9 106.5 130 4 105.8 126.1 166.5 181.4March 178.6 200.6 159.3 156.4 178.5 193.2 150.5 164.9 149.8 173.2 108.5 130.0 104.2 121.6 163.0 180.6April __ 193.4 203.1 166.8 169.0 197.7 206.2 159.2 165.3 152.5 170.6 131.8 137.2 110.4 126.3 173.6 176.8M ay ___ 190.0 203.2 138.1 150.1 185.3 208.2 139.1 156.3 165.5 168.0 120.3 132.4 101.0 125.6 173.0 180.8June 189.8 200.5 171.5 159.2 202.9 215.7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6July 198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0Aug.
Sept.
200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7222.9 210.7 154 7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 15S.7 155.4 145.2 216.6 207.1UCl. _ Z6ZA
C om pu ted  from
2030 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2
Adj.— adjusted for seasonal variation
reports o f Federal R eserve Bank o f Minneapolis. Daily average.
147.9 116.4 162.0 115.8 210.0 195.0
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The Advertising Structure of Montana
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Introduction
Everyone knows what advertising is. Each 
of us is exposed to its blandishments many 
times daily. Since familiarity does not al
ways bring understanding, many different 
opinions concerning advertising exist in the 
United States. The spectrum of these opinions 
runs from one extreme, which views adver
tising as a social evil designed to mislead and 
to confuse, to an opposite view, which holds 
advertising to be a social institution equal to 
church and school in its influence. Most of 
us will find our personal evaluation some
where between these two poles. The pur
pose of this article is to shed some light on 
this fascinating subject by means of a de
tailed examination of the various forms of 
advertising being employed within one state, 
Montana.
To the businessman advertising is an ex
pense item on his operating statement to be 
reckoned with in the struggle for profitable 
operation of his enterprise. Advertising 
must make a contribution to the over-all pro
fitability of the firm if advertising expendi
tures are to be justified. Usually this justifi
cation is forthcoming if the business function 
of advertising is fully understood by the en- 
trepeneur. Advertising is sometimes defined 
as “salesmanship in print.” This homely 
phrase aptly explains its true function as an 
alternative and/or supplement to personal 
selling. If advertising can sell a good out
right, or permit a speedier consummation of 
a sale, at a lower total cost to the seller, its 
business function is performed. Correctly 
used, advertising generally pays its way for 
the company employing it as part of the 
firm’s marketing program.
The consumer naturally looks at this 
method of sales promotion with different 
eyes than the businessman. To him adver
tising is a tool in the search for information,
used to help solve his current buying prob
lem. Knowledge of new products is obtained, 
new fashions learned, menus planned, enter
tainment opportunities discovered; these 
examples are just a few illustrations showing 
how advertising provides information. Other
wise, the consumer would be forced to spend 
many more hours shopping in the market
place. In addition to being a communication 
and time-saving device for the consumer, 
advertising in a very real sense furnishes a 
great deal of his recreation through the sub
sidy of mass entertainment mediums such as 
newspapers, magazines, radio and television.
One way of indicating the importance of 
advertising is by showing the amount of 
money invested by American companies in 
various types of advertising. According to 
P r i n t e r ’s I nk,  a leading trade journal, 
almost $10 billion were spent for advertising 
in the United States in 1956. This figure re
flected a 7.7 per cent increase over the pre
vious year. Furthermore, the editors of the 
magazine estimate that $10.2 billion will be 
spent in 1957. A breakdown of the 1956 
data is shown in Table I. This table presents 
the relative importance of each of the various 
kinds of advertising, usually called “adver
tising media.”
Relating advertising to the Gross National 
Product is another way of measuring its mag
nitude. Over the years we Americans spend 
approximately 2.5 per cent of our Gross 
National Product for advertising. Some 
authorities feel this ratio will have to be 
increased if a condition of full employment 
is to be maintained. The key role of adver
tising in the stimulation of consumer demand 
holds a paramount place in the thinking of 
this group. When we consider these various 
factors, it is fair to say that advertising is 
important to our economy and in our lives.
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Advertising is a triangular relationship. 
The three sides are:
(1) the advertiser with his product or
service
(2) the advertising message
(3) the media selected to bring the
message to potential customers. 
This article is largely confined to the ex
amination of the last of these integral parts 
of the advertising process. The principal 
forms of advertising media, as they exist in 
Montana, are evaluated as to prevalence, 
role, effectiveness, -and importance. The 
reader is cautioned that this study is explora
tory in nature. Sufficient data are often 
lacking, and our goal is to fill in a few 
chinks of information about advertising in 
the state.
Newspapers 
The draft-horse of American advertising is 
the newspaper. One-third of all advertising 
dollars goes for the purchase of daily news
paper space. Although many national adver
tisers use both daily and weekly newspapers 
in their advertising mix, local (retail) adver
tising probably provides the bulk of revenue 
for Montana newspapers. The fundamental
TABLE I
U. S. ADVERTISING EXPENDITURES IN 1956 
BY VARIOUS MEDIA
$ M illions % o f Total
Newspapers (daily) ........ 3,235.6 32.7
Magazines ____ 794.7 8.0
Television ___ 1,209.9 12.3
Radio _ 570.7 5.7
Farm publications (regional) 36.0 0.4
Direct mail _____ 1,419.2 14.3
Business papers . 495.5 5.0
Outdoor ___ 199.6 2.0
Miscellaneous* __ 1,943.5 19.6
Grand total _________ 9,904.7 100.0
*This category is a form of omnibus, for it includes 
all forms of advertising not specifically given 
above. Included are weekly newspaper, trans
portation, and point-of-purchase advertising, ad
vertising specialties, business films, etc. Also 
included are those advertising budget items (no 
selling expenses) resulting from the maintenance 
of the advertiser’s advertising department.
Source: Advertisers’ Guide to Marketing for 1958 
(published by Printer’s Ink, August 23, 1957), p. 56.
difference between local and national adver
tising is one of purpose rather than geo
graphy. National advertising could well be 
called “manufacturer or producer advertis
ing” because its sponsor makes the good fea
tured. The message says, in effect, “Buy OUR 
PRODUCT,” whereas the local advertiser is 
seeking patronage at his retail establishment 
by saying, “Buy X product at OUR STORE.” 
Most newspapers charge differentiated rates 
which favor the local advertiser.
The Montana Advertising Rate Book and 
Newspaper Directory, issued by the Mon
tana State Press Association, lists a total of 15 
daily and 81 weekly newspapers. For the en
tire United States there -are approximately 
1,600 daily and 8,000 weekly newspapers. 
Montana dailies have a total net paid circula
tion of 171,049 copies serving an estimated 
197,370 households in the state. Although 
there are more weeklies being published in 
Montana, their circulation is somewhat low
er. A total circulation of 133,349 copies week
ly is maintained, or an average of 1,646 per 
newspaper. Worthwhile functions are per
formed for the readers and advertisers of 
both types of newspapers. To a large extent 
the two forms are non-competing but occupy 
a complementary relationship.
The weekly newspaper. Communities too 
small to support a daily paper are served by 
the weekly newspaper. Readers usually also 
receive a daily paper; thus there is little 
need for national or state news being featured. 
Purely local items, with a stress placed upon 
social events, are the mainstays of the week
lies’ editorial content. For those papers 
situated in the county seat towns without 
dailies, county news and politics are impor
tant areas of coverage.
Because of the nature of the readership, 
advertising is predominantly local in char
acter. No -attempt was made in this study to 
obtain the total advertising volume for the 
state’s 81 weeklies, largely because it was 
felt that owners would be hesitant to reveal 
such information. Some national advertising 
does appear in weekly newspapers. Many 
sellers feel these smaller markets have a
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place in their marketing program and seek to 
reach them by using the medium. The Mon
tana State Press Association acts as a clear
inghouse for the placement of a portion of 
such advertising. Its extent can be seen from 
the following figures:
1954 .......   $ 90,832.44
1955 __________  90,849.54
1956 ___________  113,151.77
For the first eight months of 1957 the 
figure totalled $60,213.88, contrasted with $75,- 
569.89 for the same period in 1956. Miss 
Dorothy Johnson, secretary-treasurer of the 
association, attributes the decline principally 
to two factors: the lack of political adver
tising in 1957, and a change in advertising 
policy by automobile manufacturers.
Many weekly newspapers are feeling the 
pinch of rising costs and reduced advertising 
revenues. Certainly greater population mo
bility, the shrinkage of distances because of 
transportation innovations and improved 
highways, and the advent of other communi
cation devices are contributing factors in the 
grey picture facing the weekly newspaper. 
Nevertheless, weeklies undoubtedly will re
main on the Montana, and national, adver
tising scenes for a long time. Certain adver
tisers will continue to find the use of the med
ium a worthwhile commitment for at least a 
portion of their advertising appropriation.
The daily newspaper. The fifteen Montana 
dailies are located in the principal trading- 
center cities of the state. None of these 
cities has more than one daily paper pub
lisher, although some print morning and 
evening editions under different mastheads. 
Because these papers are dailies and are lo
cated in trading-center cities, both editorial 
and advertising content are materially differ
ent from the weeklies. A larger portion of 
the “news” is national and international in 
scope, for most of us keep abreast of our 
fast-changing world through the daily news
paper and the radio. Regional and state news 
receive considerable attention also. Of 
course, for residents of the city of publication 
the daily newspaper provides the same news
function as the weekly, namely the reporting 
of social news for the community.
Even though a great deal of its editorial 
material comes from the various wire ser
vices, the daily newspaper must, of necessity, 
maintain a larger staff and more extensive 
facilities than the weekly. More frequent 
publication, larger circulation, and a larger 
number of pages per issue combine to create 
this need. A greater emphasis is therefore 
placed upon advertising by the daily news
paper, for the additional costs must be re
couped.
The advertising revenue of the daily also 
comes from both local and national adver
tisers; however, a larger percentage is ob
tained from national advertisers who are 
seeking to make their products known in 
various regions of the nation. The advertis
ing agencies charged with the responsibility 
of placing the advertising messages of their 
clients search for the best potential markets 
for the product, then see that advertisements 
are properly spotted to tap these markets. It 
is easy to understand why an agency space- 
buyer with offices located in New York, 
Philadelphia, or Chicago, would buy space in 
only the bigger papers in a state such as Mon
tana. In the majority of cases this procedure 
probably brings about the best allocation of 
advertising funds, yet a paper published in a 
small market is often read more thoroughly. 
On the other hand, however, advertising 
rates for the small paper are much higher 
per reader. Thus, in sum, it seems inevitable 
that the daily newspaper will continue to 
outshine the weekly insofar as national ad
vertising revenues are concerned.
The local advertising picture for the daily 
is different, too. Naturally the merchant who 
relies upon residents for business will use the 
paper much as it is used in a town large 
enough for only a weekly; that is, the seller 
of staple goods such as groceries will attempt 
to inform potential customers of his wares to 
be considered in their frequent purchasing 
activities. Much of the retail business of a 
trading-center city consists of shopping and 
specialty goods; therefore, local advertising
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in a daily newspaper will contain a great deal 
more space devoted to furniture, clothing, and 
similar lines. This advertising will be aimed 
not only at residents of the city involved but 
toward people throughout the shopping area.
This condition would suggest that the ad
vertising revenues of daily newspapers are 
•a possible source of data respecting business 
conditions within its area of influence. If 
we assume that most advertising is based 
upon the sound principle that “advertising is 
done when customers are in a buying mood,” 
changes in advertising volume should reveal 
changes in present, or anticipated, sales 
volume. Table II contains such information 
for the first nine months of 1956 and 1957. 
In ten Montana cities with daily newspapers 
there was an over-all drop in advertising lin
age equal to 2.6 per cent. Hardest hit were 
Kalispell (-8.94 per cent), Miles City 
(-6.61 per cent), Great Falls (-5.08 per cent), 
Dillon (-3.88 per cent), and Lewistown (-1.40 
per cent). The other five cities were all in 
the plus column, led by Hamilton (6.58 per 
cent), Livingston (4.69 per cent), Helena (3.11 
per cent), Anaconda (2.29 per cent), and Boze
man (0.23 per cent).
TABLE n  
ADVERTISING LINAGE FOR TEN 
MONTANA CITIES*
1957 1956 % ChangeCities 9 Month Total 9 Month Total 1956 to  1957
Anaconda — ..  1,240,918 1,213,044 +  2.29
Bozeman .....  2,117,551 2,112,681 +  .23Dillon 554,792 577,094 —  3.86
Great Falls -- 8,200,206 8,638,658 —  5.08
Hamilton ... 676,818 635,044 +  6.58Helena __ 3,697,169 3,585,673 +  3.11Kalispell ..  3,274,656 3,596,124 -  8.94
Lewistown -- 2,077,924 2,107,532 —  1.40
Livingston .__ 1,629,810 1,556,793 +  4.69Miles City ..  1,671,320 1,789,690 —  6.61
Totals ...  25,141,164 25,812,333 —  2.60
*The term “advertising linage” refers to “agate
lines” which are equal to l/14th of a column inch, 
that is, there are 14 agate lines in a column inch.
Source: Letters requesting this information were 
sent to the advertising managers of each Montana 
daily. Policy of the paper prevented cooper
ation of the Butte daily. No reply was received 
from the dailies of Billings, Glendive, Havre, and 
Missoula.
Of course, the reader should be cautioned 
that many other factors may influence ad
vertising volume. Internal operating im
provements on the paper, such as a more 
aggressive selling program by its sales force, 
may cause an upward movement. Similarly 
external factors, such as a shift by a key 
advertiser in his “advertising mix” whereby 
he starts funnelling more of his money into 
other forms of advertising, may bring about 
a temporary, if not permanent, downswing. 
Nevertheless, the concept is believed to have 
some merit, and quarterly reports of adver
tising linage are planned for future issues of 
Montana Business Review. The value of this 
information should increase over a period of 
time, when long-term comparisons can be 
made.
Magazines
Whereas newspapers are extensively used 
by Montana businessmen with a normal result 
that the state supports a number of successful 
daily and weekly newspapers, such is not the 
case for magazines. While most national 
magazines have subscribers living in Mon
tana who are reached by advertisements 
on their pages, few magazines are published 
within the state for circulation without her 
boundaries. In other words, Montana is re
latively unimportant when one is considering 
magazines as a national advertising medium, 
even though a total of 600 national magazines 
and over 2,200 business and trade publica
tions are being published in our country.-
Even when we shift our attention to maga
zines published in Montana principally for 
circulation within the state, the picture is 
still not impressive. A critical examination 
of the listings in N. W. Ayer and Sons’ D irec
tory of Newspapers and Periodicals for 1957 
reveals the following array of Montana-pub
lished magazines: five agricultural publica
tions, four college publications, a scattering 
of fraternal, religious, and veterans’ periodi
cals, an educational journal, an historical 
magazine, and three trade papers— The Mon
tana Food Distributor, Montana Oil Journal, 
and Dude Rancher. Undoubtedly, the list-
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ings are incomplete, but it can be readily 
seen that there is a paucity of magazines 
published in Montana. When one considers 
the sparsity of the state’s population, the 
situation is understandable.
The Montana Farmer-Stockman quite like
ly is the only periodical emanating from 
Montana which has national stature as an 
advertising vehicle. In a recent report on 
farm publication linage, given in the Decem
ber 6, 1957, issue of Printer’s Ink, The Mon
tana Farmer-Stockman was shown to have 
carried advertising linage of 456,272 (classi
fied and display advertising combined). This 
amount was for the first eleven months (Jan.- 
Nov.) of 1957; for the same period in 1956 the 
figure was 514,867. Much of this advertising 
volume comes from firms located outside 
Montana who are catering to the market 
to be found among the magazine’s subscribers. 
At this point it should be mentioned that 
some Montana concerns, of course, tell their 
advertising story in magazines published else
where. All in all, magazines fill only a small 
place in the advertising picture of Montana 
business. One must not, however, fail to re
member the role played by magazine adver
tising in influencing consumer choices by our 
residents.
Direct-mail advertising, the third form of 
printed advertising, is not examined here. 
Although an extremely important advertis
ing medium for many businesses, the un
availability of information prevents an in
telligent evaluation of its role in Montana 
advertising. Various miscellaneous forms of 
advertising, such as advertising specialties, 
premiums, transportation and point-of-pur
chase advertising, are likewise omitted; such 
omission does not imply that a businessman 
should not consider them as possible alterna
tives in his search for the proper “advertis
ing mix”.
Radio and Television
Radio and television are considerably dif
ferent in nature from the “printed” media 
just examined. The basic principle under- 
lying their operation places considerable em
phasis upon the auditory senses; further
more, the advertising message enters the 
home by means of waves captured from 
the ether. The second condition has led these 
media sometimes to be called “air” or “broad
cast” media.
Radio. The first radio station, KDKA, Pitts
burgh, went into regular broadcasting on 
November 1, 1920, while WEAF, New York, 
presented the first advertising over the air on 
August 28, 1922. Late in the 1920’s, coast-to- 
coast network radio came into being, and 
radio was on its way as one of the nation’s 
most important entertainment and advertis
ing vehicles.
At the present time 98 per cent of American 
households have radio receivers, and many 
homes have two, three or more sets. There 
are currently more than 3,600 commercial 
radio stations in operation in our country.
After a near-knockout punch by television 
following World War II, radio has made a 
strong comeback, principally through changed 
programming reflecting its new function. No 
longer the provider of night-time family en
tertainment, radio is fast becoming the friend 
of the person alone— the housewife perform
ing her household tasks, the night worker, the 
commuter, the family member who is in the 
privacy of his own room. The new radio for
mat is one of music and news interspersed 
with advertising.
In the December 1, 1957, issue of Spot 
Radio Rates and Data, issued by Standard 
Rate and Data Service, 32 Montana AM 
radio stations are listed with their respective 
national advertising rates. These stations are 
located in the following cities: Anaconda,
Billings (4), Bozeman (2), Butte (3), Dillon, 
Glasgow, Glendive, Great Falls (4), Havre, 
Helena (2), Kalispell (2), Lewistown, Libby’ 
Livingston, Miles City, Missoula (3), Shelby, 
Sidney, and Wolf Point. Thus, the state is 
blanketed with air messages.
Most of the advertising on radio, since the 
decline of network radio, is sponsored by 
local advertisers or by spot radio advertisers. 
The latter group consists of national adver
tisers who wish their messages to emanate 
from a selected radio station in order to reach 


































Oct............... . 122.6 119.4 149.1 138.2 111.1 114.8 117.8 104.1 120.8 123.8 i e
Nov........... .....  118.6 117.7 138.2 134.5 113.0 113.0 111.0 104.1 123.8 122.8 14
Dec...............  116.7 117.2 129.1 132.7 116.7 116.7 105.5 102.7 126.7 121.8 u
1957
Jan................. 112.3 118.4 114.5 123.6 116.7 116.7 104.1 104.1 120.8 120.8 1C
Feb............ ... 111.4 119.1 110.9 125.5 116.7 116.7 95.9 104.1 126.7 124.8 9
March _________  112.0 119.0 109.1 127.3 116.7 118.5 97.3 104.1 126.7 125.7 10
April ...........  115.1 118.8 112.7 134.5 118.5 i20.4 97.3 102.7 121.8 121.8 12
M ay----------- 119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8 15
June __________  123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 16
July ___________ 124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 17
Aug.............. .. 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 17;
Sept. ___________  123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 171
Oct.......... . . __ 120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 16
N ov .___________  116.4P 115.8P 134.5P 131.7P 103.7P 104.0P 109.6P 102.6 95.0P 94.3P 13̂
Electric Power Copper Z inc Crude Oil Bank























Oct............. ....... 221.6 219.0 184.7 181.8 119.8 119.7 240.9 259.3 191.2 161
Nov.____________________ 227.5 212.4 176.6 165.8 121.9 121.7 264.3 271.1 182.0 16r<
Dec........................... 225.9 212.7 158.4 155.1 123.3 122.0 275.9 266.6 175.5 161
1957
Jan .____________________ 222.9 213.5 170.4 166.6 96.8 96.7 275.1 270.8 168.4 16£
F eb .____________________ 232.0 222.2 194.5 183.5 113.8 109.3 286.8 280.9 156.5 172
March __________________ 217.2 219.8 190.0 184.5 114.0 112.3 292.8 284.3 160.3 173
April _______________ __ 227.5 228.9 161.2 151.2 132.6 122.7 290.8 287.9 168.5 18ll
May ....... ............... 224.5 230.5 147.3 145.7 107.1 100.0 299.3 297.5 156.9 168]
J u n e ___________________ 212.9 222.0 155.0 159.8 78.5 76.9 301.7 294.6 173.0 174
July ... .... 189.2 203.6 150.5 166.3 81.7 85.6 307.3 298.9 171.0 1761
Aug. _ . _____ 195.9 205.1 147.9 162.5 90.2 104.2 308.5 317.1 170.3 168
Sept. _ _ __ _____ 190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 178










Adj.— Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- arj 
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings I 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Powl 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana comii 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department aif 
l0Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Servif 





>n &  Utilities Trade Governm ent
.dj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
9.1 103.2 99.1 121.1 116.7 123.0 121.4
1.4 101.4 99.1 118.0 116.1 125.3 122.6
0.2 98.2 98.6 116.1 115.6 120.2 122.2
2.5 95.9 98.6 118.6 116.1 120.6 122.2
6.0 93.6 98.6 110.6 116.7 120.2 123.3
9.4 93.6 99.1 109.4 116.9 120.2 123.7
7.1 93.6 98.6 110.0 116.4 120.6 123.3
9.1 95.4 98.2 113.3 116.4 121.0 122.2
1.4 98.6 97.7 116.1 116.7 123.0 121.4
9.1 100.0 97.3 120.6 116.7 126.1 121.0
0.2 101.4 96.4 121.7 116.9 126.8 124.5
6.8 101.4 95.5 122.8 116.9 126.5 125.3
;9.2 100.0 96.1 121.4 116.6 126.8 125.2
6.7 97.3 94.8 116.9 114.9 127.2 124.2




Unadj. Adj. Unadj. Adj.
1956
2,889 7,351 157.4 140.8 _________  Sept.
3,763 7,856 163.5 135.8 ......... Oct.
6,453 7,775 155.1 131.4 _________  Nov.
10,325 8,181 128.1 123.6 _________ Dec.
1957
14,792 8,315 109.6 120.6 Jan.
16,695 8,933 116.8 133.0 _________  Feb.
14,930 8,736 116.3 135.9 _______ March
12,066 9,972 120.5 137.1 ________  April
9,032 11,234 129.3 136.0 ..... .... — . May
7,943 11,172 132.4 137.9 --------- June
6,419 11,629 131.5 134.5 --------- July
5,872 15,332 141.5 132.5 ---------  Aug.





144.8 120.7 __________ Oct.
..... ......  Nov.
Nonfarm Mortgage R ecord ings (Unadj.)8 neiau
Savings Insur- Agricu lture Food& Loan ance Comm. Dept. Store Prices10 Prices113tal Assocs. Cos. Banks Others Sales" L ivestock Crops (May 1950=100),000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj. Unadj.
1956
181 1,809 523 2,759 1,390 137.9 127.6 80.0 84.0 112.4 ____ — ............  Sept.
542 1,502 688 2,769 1,883 145.8 129.3 77.0 86.0 108.5____ _____________ Oct.
118 1,529 684 3,167 1,538 154.4 130.0 75.0 88.0 111.5 ...... ................  Nov.
538 1,177 615 2,535 1,511 216.7 126.9 74.0 88.0 108.4 ... . — ............... Dec.
1957
)99 1,329 695 2,775 1,300 75.2 119.7 75.0 88.0 108.6 ____ .. ..............  Jan.
)87 917 405 1,499 1,166 82.6 129.1 76.0 87.0 108.9 .. ... ................  Feb.
)49 1,211 266 2,178 1,394 103.8 138.4 80.0 86.0 108.9____ -------------Mar.
'37 1,801 419 1,752 1,765 123.9 130.1 85.0 86.0 106.7____ Apr.
515 1,760 185 1,937 1,333 120.8 123.9 86.0 84.0 109.1 ____ _______ _____ May
!80 1,511 276 2,065 1,428 118.2 127.8 87.0 83.0 108.8 .....................  June
558 1,549 288 1,753 1,668 116.6 124.7 89.0 83.0 112.2 ......... -.... July)19 1,778 265 2,104 1,872 137.9 128.5 91.0 80.0 116.3 _____.... -.... -...... Aug.
133.7 123.0 91.0 81.0 115.4 ..... ......... .....  Sept.
137.1 121.4 89.0 82.0 112.4 .................  Oct.
142.0 118.8 90.0 81.0 112.4 ............ .... Nov.
P —  Preliminary r —  Revised
ime wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
it loaded at Montana points. Daily average.
.light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
Daily average.
1 stores in Montana. Daily average.
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a particular market. In other words, these 
advertisers pinpoint or “spot” their advertis
ing throughout the nation. Both local and 
spot broadcast advertising are more lucrative 
to the stations than network radio, with the 
possible exception of revenue from sale of 
station break announcements between net
work programs. This source of revenue has 
dried up to a large extent, so the stations are 
more or less dependent upon the forms of 
revenue previously suggested.
Radio station operators were forced by ad
verse circumstances to seek other sources of 
revenue; the more successful sources came to 
be exploited to better advantage, leaving 
radio as a successful, albeit different, medium. 
Some of its peculiar characteristics, such as 
the feeling of intimacy which is imparted, the 
opportunity provided for advertising satura
tion, and its omnipresence, insure the con
tinuance of radio in the advertising program 
of many businesses. As a matter of fact, 
many advertisers long AWOL are returning 
to radio, even network radio.
Television. The newest major development 
on the advertising scene was ready for com
mercial use when World War II brought its 
forward movement to a halt. By 1948, most 
principal American markets had at least one 
station broadcasting; there were 37 stations 
on the air that year. Growth since has been 
phenomenal. Ten years later finds over 500 
stations and 39,300,000 television-equipped 
homes (82 per cent saturation) in our nation, 
and an ever-increasing percentage of Ameri
ca’s advertising expenditures is being made 
to maintain this cornucopia of entertain
ment.
Great changes in American home life have 
been wrought. The movies are in a continu
ing slump. The success of a number of enter
prises has been spurred by the company’s 
story being told on television. The combina
tion of verbal and visual impact has made the 
message more powerful, for two human 
senses are involved for the first time in adver
tising. The gradual introduction of color in 
telecasting is fathering another revolution, 
this time one of product packaging. Surely
television has not run its full string as an in
fluence on the American scene.
High station developmental costs coupled 
with relatively sparse population and recep
tion difficulties imposed by mountainous 
terrain have made Montana one of the last 
refuges for anyone wishing to resist television. 
As of January 1, 1956 there were only 61,230 
households in Montana with TV, a satura
tion of 31 per cent. Only two other states, 
South Dakota and Mississippi, failed to reach 
a saturation level of one-third of all possible 
homes. Undoubtedly as more stations ap
pear, and existing outlets increase their 
power, more sets will be purchased.
Currently five stations are in operation, 
at Billings, Butte, Great Falls, Kalispell, and 
Missoula. Additional stations are proposed 
for Billings, Glendive, and Helena. As most 
stations are. without network affiliation, 
revenue comes largely from local and spot 
broadcasting sources. Finding a sufficient 
number of sponsors to offset the relatively 
high costs is a serious problem for station 
operators. For some, competition of so-called 
“cable television” (piped in from a larger 
city) is also troublesome, as listenership in 
the market is dissipated, and the argument 
of complete market coverage is weakened.
Television in Montana is still in its pio
neering stage, characterized by old movies, 
canned shows, local talent, and limited tech
nical facilities. The eventual coming of com
plete network coverage, better equipment and 
increased advertising revenue should bring 
appreciably better programming. Time and 
hard work will do the job.
Outdoor Advertising
Sometimes called “billboard advertising,” 
outdoor advertising is a highly controversial 
subject these days. If the debate concerning 
the use, or non-use, of outdoor advertising on 
the new highway system of our nation were 
not raging, a discussion of the medium might 
be relegated to short treatment as another 
form of miscellaneous advertising, for in the 
over-all picture of advertising expenditures 
in the United States outdoor accounts for only 
two per cent of the total volume. Such treat-
10
ment, however, would give a distorted pic
ture of advertising in Montana. Due to the 
extent of tourist business in the state outdoor 
advertising plays a role of more than average 
importance. When a traveler approaches 
a city or town, signs along the wayside in
form him of the availability of businesses 
ready to serve his needs— motels, hotels, 
cafes, service stations, gift shoppes, and the 
whole gamut of service institutions.
Attention to the controversy over outdoor 
advertising is warranted at this point. The 
group which is trying to outlaw, or at least 
curb, outdoor advertising claims that bill
boards obstruct the view of wonders of nature 
from the highway traveler, and therefore 
signs should not be allowed along federal 
highways. While some abuses have existed, 
the industry is trying to take a public interest 
point of view by agreeing not to place posters 
in such locations. It is fair to say that some 
eyesores are camouflaged by signs. The other 
major argument is that signs distract the car 
driver’s attention from the road. The rebuttal 
is that this so-called distraction is actually a 
godsend for it helps prevent “center-line 
hypnosis”, the tendency for a driver to be 
lulled into sleepiness by watching the white 
line of the road mile after mile. The argu
ments will be heard often, and heatedly, dur
ing the next two or three years.
In order to measure the extent of outdoor 
advertising in Montana, letters were directed 
to every “plant owner” in the state. An “out
door plant” is a business enterprise which 
owns a group of outdoor signs located at stra
tegic places near streets and highways. Upon 
payment of a rental fee the advertiser’s mes
sage is placed upon one or more of these 
signs for a stated period of time. In other 
words, the process is similar to buying space 
in a newspaper or time on a radio or television 
station. Within our state there are 14 out
door firms of sufficient size to be associated 
with Outdoor Advertising Incorporated 
(OAI), the national sales representative for 
the medium. These plant owners own and 
maintain 1,867 large signs, mostly carrying 
messages of national advertisers. This figure
does not include signs placed independently 
by local retailers or by salesmen of national 
firms. It is impossible to estimate the total 
number of signs abutting Montana highways, 
although a figure of 10,000 does not seem 
unlikely. To the degree that these signs 
persuade tourists, as well as residents, to 
spend their dollars in the Treasure State, out
door advertising makes a contribution to the 
over-all prosperity of the state.
Advertising Agencies
A rather complete picture of the advertis
ing media structure found in Montana has 
been presented. The dominant role of news
papers has been shown, the prevalence of 
radio cited, the growing importance of tele
vision stressed, the reasons for the minor role 
played by magazines given, and the unique 
nature of outdoor advertising explained. Each 
segment of Montana advertising has a niche 
of its own; its absence would leave a definite 
void.
There is, however, another institution of 
advertising deserving our scrutiny, namely 
the advertising agency. This form of business 
enterprise has as its function the planning, 
creation, and placement of advertising for the 
manufacturer or seller of goods and services. 
For performing these specialized services the 
advertising agency receives a fee, or commis
sion, usually equal to 15 per cent of the ad
vertising purchased for his client. When 
placed in a national medium the fee is paid 
by the newspaper, magazine, or station re
ceiving the business; if done on the local level, 
the fee is paid by the advertiser, in addition 
to the regular media charges which are, how
ever, usually lower than the national rate.
Few Montana advertisers use national 
media, hence the number of agencies located 
in the state are few in number. Local adver
tisers often rely upon the assistance of media 
salesmen in the preparation of their adver
tisements and, consequently, are slow to see 
the advantages to be obtained from securing 
specialized assistance at an additional cost.
The 1954 Census of Business listed a 
total of nine advertising agencies for Mon
tana. Three of these firms were of sufficient
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size to report that they maintained a payroll. 
The receipts for the year of the group with a 
payroll equalled $647,000, while for the other 
six the total was $543,000. The firms without 
employees are obviously one-man operations 
which possibly should not be classified as 
advertising agencies at all; more than likely 
they are in reality letter shops, or job printing 
firms.
At the present time there are apparently 
three advertising agencies in the state, two 
located in Billings and one in Great Falls. 
Two of these firms are approximately equal 
in size: the Wendt Agency of Great Falls
with 1956 billings of $344,460, and the Ford- 
Gainin Advertising Agency of Billings with 
$320,568. The third agency, Ostrander 
Agency, also of Billings, is a new business 
which was started in March 1957. Its presi
dent estimates current billings at an annual 
rate of $150,000. In other words, advertising 
agencies in the state are billing somewhere 
in the neighborhood of $800,000 to $1,000,000, 
contrasted with a national figure in excess of 
$4 billion. It is interesting to note that nearly 
50 per cent of all agency revenue is ob
tained by New York state agencies and that 
83 per cent of all advertising agency business 
is concentrated in ten metropolitan areas. 
(“Billings” is a term used to describe gross 
revenues of advertising agencies. Roughly 
speaking, 15 per cent of the billings figure 
is the agency’s gross margin. From this 
amount all expenses except media charges 
must be paid and a profit, if any, taken.)
Advertising agencies in Montana face a 
hard educational task, if they are to grow 
materially. Prospective clients must be sold 
on the value inherent in the use of the 
agency. As advertising within the state 
matures, the need for more agencies should 
arise. In time the other principal cities of 
the state may be able to support an agency, 
or two. In the meantime, the growth pattern 
of existing agencies will be interesting to 
follow.
Note: Dr. Wright will examine current practices 
being employed in advertising Montana, both as a 
tourist area and as an industrial-potential state, in 
a forthcoming issue of Montana Business Review.
LOCAL BANK DEBITS1—  
(1947-1949=100)
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Billings Butte G lendive Great Falls Kalispell Malta Miles City Missoiila
1956 Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
° c t*    194'° 167,8 158,3 215*2 183 9 1817 154.5 182.9 173.7 168.8 132.8 173.3 125.0 201.7 187.5
Nov. --- 222.4 194.4 158.2 155.1 232.9 188.4 159.3 153.7 187.8 175.5 167.6 128.7 145.0 114.0 193.2 185.1
19g7CC......  204,7 1955 1604 1518 211.4 186.9 153.4 157.3 197.9 193.6 155.2 130.0 133.6 117.2 190.2 186.6
J^n. —  189.8 192.3 150.2 153.6 178.1 181.0 173.6 163.4 168.6 174.6 128.7 128.1 118.5 122.2 168.0 172 0
M ° ; --  1779 1955 1493 161.8 176.5 200.8 156.0 167.6 156.6 177.9 106.5 130.4 105.8 126.1 166.5 181.4
AnHlh ~ on?*? 159 3 156,4 178 5 193 2 150 3 164 9 149 8 173.2 108.5 130.0 104.2 121.6 163.0 180.6
Mav ~  iqn'n ™  9 ?“ ? 197'7 20S2 1592 1653 1525 1706 1318 137:2 1104 126.3 173.6 176.8
June 1RQ « nnn'f ???! 1501 185 3 208-2 139-1 156.3 165.5 168.0 120.3 132 4 101.0 125.6 173.0 180.8
*  ~  ' 2993 1713 1382 2029 215-7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
Aus “ 2  « «  ,1332 1388 1883 207-8 153-1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0
Sent ~  »  I99 9 139-9 138-3 188-1 196-1 160-4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
O ct.....232 4 219-7 134-7 139-3 201-3 I97-0 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Nov ~  221 0 1QR7  13,t 239-4 197-4 169-1 142-9 178-4 170-2 147-9 116.4 162.0 115.8 210.0 195.0
N ...- 221-0 193-7 137-0 I34-’ 265.0 213.7 150.0 145.2 178.7 168.1 173.7 134.2 187.7 150.2 197.7 189.5
___________ _ Adj.— adjusted for seasonal variation
Computed from reports of Federal Reserve Bank of Minneapolis. Daily average.
P R O G R A M  
Second Montana Community Development Conference 
January 23-24,1958 -  Finlen Hotel -  Butte, Montana
THURSDAY, JANUARY 23, 1958 
THURSDAY MORNING 9:00 A. M. to 11:45 A. M.— Registration in lobby of Finlen Hotel 
12:00 LUNCHEON SESSION (Silver Bow Ballroom)
Toastmaster: R. F. Kitchingman, Manager, Great Falls Chamber of Commerce 
Welcome to Butte: William P. Donnelly, Mayor of Butte 
Remarks: Dr. Carl McFarland, President, Montana State University, Missoula 
D. P. Fabrick, Chairman, Montana State Planning Board, Choteau
THURSDAY AFTERNOON (Silver Bow Ballroom) THEME: MONTANA’S CHALLENGE
Chairman: James S. Umber, Member, Advisory Council to State Planning Board- President 
Montana AFL-CIO, Helena
1:40 “Dynamics of Economic Development,” John D. Abrahamson, Assistant Chief, State and 
Community Assistance Division, Office of Area Development, U. S. Department of 
Commerce, Washington, D. C.
2:15 “Montana in Transition— The Need for Development,” Dr. W. Gordon Browder, Mon
tana State University, Missoula
2:45 Coffee Break
3:00 “Montana’s Industrial Potential,” Dr. H. K. Shearer, Montana State Universitv Mis
soula y
3:25 “Montana’s Recreational Potential,” John R. Hallowell, Director, Montana State Adver
tising Office, Helena
3:40 “Making the Most of Our Opportunities,” Perry F. Roys, Director, Montana State Plan
ning Board, Helena
4:05 Discussion Period: above-mentioned speakers and Dr. William S. Peters, Montana State 
University, Missoula, with audience participation
THURSDAY EVENING
6:15 SOCIAL HOUR (Treasure State Dining Room)
7:00 GOVERNOR’S BANQUET (Silver Bow Ballroom)
Toastmaster: Wm. J. Bowman, Member,Advisory Council to State Planning Board- Man
ager, Billings Builders Exchange, Billings
Remarks: J. Hugo Aronson, Governor of Montana
“Industrial Development in an Agricultural Area,” Randall T. Klemme, Director, Re
search and Development, Northern Natural Gas Company, Omaha, Nebraska
“Meeting the Challenge of Montana’s Future,” R. C. Setterstrom, Chairman, Advisory 
Council to State Planning Board; industrial development engineer
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PROGRAM
FRIDAY, JANUARY 24, 1958
FRIDAY MORNING (Silver Bow Ballroom) THEME: PREPARATION FOR INDUSTRY
Chairman: Robert C. Line, Montana State University, Missoula
8:30 PANEL: “Guidelines for Conducting Economic Surveys”
Leader: Dr. Morgan D. Thomas, Montana State University, Missoula 
Members: Doane Fessenden, Secretary-Manager, Billings Chamber of Commerce; John 
M. Cross, Chairman, Industrial Development Committee, Glendive Chamber of Com
merce
9:15 Discussion Period: panel members with audience participation 
9:35 Coffee Break
9:55 PANEL: “Industrial Development Organizations and Financial Aids”
Leader: Dr. E. J. Chambers, Montana State University, Missoula
Members: Michael Davey, Columbus Enterprises Inc., Columbus; Bernard Haley, The 
Stramit Corporation, Havre; Edward Sletten, Miners National Bank, Butte
10:50 Discussion Period: panel members and William T. Beaumont, Manager, Small Business 
Administration, Helena, with audience participation
12:10 LUNCHEON SESSION (Silver Bow Ballroom)
Toastmaster: A. J. Mosby, Member, Advisory Council to State Planning Board; Presi
dent, KMSO-TV and KGVO-Radio, Missoula
“Planning Today for Better Cities Tomorrow,” Stuart P. Walsh, Director, Industrial 
Planning Associates, San Francisco
FRIDAY AFTERNOON (Silver Bow Ballroom) THEME: COMMUNITY PLANNING AND 
IMPROVEMENT
Chairman: Dr. Robert Richert, Montana State University, Missoula
1:40 “Community Planning— What It Means and How To Do It,” Ronald Thompson, Director, 
City-County Planning Board, Billings
2:10 PANEL: “Experiences with Planning Programs in Montana Communities”
Leader: T. S. Veazey, Jr., Chairman, City-County Planning Board, Butte 
Members: H. Cleveland Hall, Chairman, City-County Planning Board, Great Falls; M. E. 
Henderson, City Manager, Bozeman; James Battin, City-County Planning Board, Bil
lings; David K. Hartley, State Planning Board, Helena
3:00 Discussion Period: panel members and Mr. Thompson, with audience participation
3:30 Summary of the Conference: Dr. R. R. Renne, Member, Advisory Council to State Plan
ning Board; President, Montana State College, Bozeman.
4:00 ADJOURNMENT
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R E G I S T R A T I O N
Reservations for the banquet and the luncheons are mandatory.
The registration fee of $8.00 covers all sessions.
Checks covering registration should be made payable to L. A. McCarthy, Secretary, and 
mailed to: State Planning Board, Sam W. Mitchell Building, Helena, Montana.
Registration Coupon
2nd Montana Community Development Conference
January 23-24, 1958
FINLEN HOTEL, BUTTE
Please enter my registration and prepare my badge, tickets and other material for the Mon
tana Community Development Conference. I will pick these up at the registration desk in the 
Finlen Hotel on my arrival.




Attached is my check for $8.00 (payable to L. A. McCarthy, Secretary). This covers attendance 
at all sessions (including meals) as well as printed material to be distributed during the con
ference.
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Library (20)
